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The BIGGEST Steel Desk Values of 1931 





O office in your bank is too “private,” 
none too “ public,” for this handsome new 
trio of Art Metal desks! 

The William Penn, Mount Vernon, and New 
Yorker bring a striking note of distinction to 
the executive’s suite... yet they are priced 
so low you can use them in your general bank- 
ing rooms. 

For your choice: single or double pedestal 
flat top, typewriter desk, and paneled-end table 
styles ...each with rounded tops and legs, 
turned or fluted footings, interesting mouldings. 

A colorful new booklet showing all styles is 
yours for the asking .. . and we'll be glad to give 
you the name of our nearest dealer. Art Metal 
Construction Company, Jamestown, N. Y. 


















































WILLIAM PENN, grained in walnut or mahogany, is more than handsome. 
Behind the dignified design is the enduring, fire-resisting protection of 
rigid Art Metal. 


WORTHY OF ITS NAME. Mount Vernon is a graceful desk, its slender, 

pleasantly turned legs suggesting a decorative setting . . . deep-piled 

Oriental rugs, impressive tapestries and paintings. But its drawers are as 

roomy, as smooth-gliding and convenient, as the straightforward olive 
green Art Metal desks in the bookkeeping room, 


FOR THE KEEN YOUNG EXECUTIVE—the New Yorker desk. The man 
who slashes away convention, who reduces design to its fundamental 
simplicities, will find it equally easy to slash away red tape with the conven- 
iently arranged, roomy Art Metal desk beneath this interesting modern dress. 





JAMESTOWN «= NEW YORK 
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BRONZE AND STEEL INTERIOR 
EQUIPMENT FOR BANKS, COUNTERS, CAGES, 
VAULT GRILLES, BRONZE DOORS, 
BANK SCREENS, DESKS, SAFES AND FILES 
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LETTERS 


Who Will Contribute ? 
Sirs: 

The writer heads a committee appointed 
by the Financial Advertisers Association 
to make a survey of the entire United 
States as to the effectiveness and economy 
in securing Christmas Club accounts. In 
order to make a complete survey and find 
out everything for and against the subject, 
we make appeal to you for any information 
that might be available. 

Your suggestion of writing to Preston E. 
Reed, secretary of the Financial Adver- 
tisers Association in Chicago, was of 
course timely, but in this respect the 
writer is gathering information for Mr. 
Reed to pass on to the banking fraternity 
of the United States and of course would 
not fit in the situation at this particular 
time. 

Should you run across any information 
in the next six months that you feel might 
be of any advantage in this national 
survey, I should certainly appreciate it if 
you would forward that to me. 

FreD W. Leu, 
Assistant to the Trust Officer, 
Ohio Savings Bank & Trust Company, 





Toledo 

ai iabeas 
“To the Insurance Men 
of Detroit” 
Sirs: 


We wish to call your attention to the 
current Detroit Trust poster which is being 
displayed on prominent thoroughfares of 
Detroit and Southern Michigan. 


DETROIT TRUST 
COMPANY 


FORT STREET OPPOSITE POST OFFICE 


Increase Your Estate Protection 
with Life Insurance 





This poster, featuring life insurance, 
will be run during the entire month of 
April. 

Jutrus C. PETER, Vice-president, 
Detroit Trust Company, Detroit 


What's the Name, Please ? 
Sirs: 

Apropos of Hy. W. Sanders’ comment 
(in “From a Busy Desk’’) on page 40 of 
your May issue about the Bank of Luck, 
Wisconsin, and the Bank of Opportunity, 
Washington, it occurs to me that there 
must be some hidden significance in the 
fact that the Bank of Success, Success, 
Arkansas, has failed; that the Frostproof 
State Bank of Frostproof, Florida, (no 
frozen assets) was merged some years ago 
with a bank which later failed; but that 
the Embarrass State Bank, Embarrass, 
Wisconsin, does not seem to be embarrassed. 

C. B. Upnam, 
Chief of the Banking Division, 
The United States Daily, Washington, D. C. 


The Copyright Won’t Let Us 


Sirs: 

In the April issue of your magazine, I 
noticed a photograph showing several 
actors of the cast of ““The Green Pastures” 
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with officers of the Greenwich Savings 
Bank, New York City. 

Have you the original of this photo- 
graph or would you be willing to send us 
the cut which you used in your publication? 
We should like to use the same in our 
Association News Bulletin and have been 
unable to locate a copy in New York City. 

MARGARET DOERSCHUK, 
Assistant Secretary, 
Savings Bank Association of the State of 
New York, New York City 
On Notice 
Sirs: 

I believe you will be interested, and your 
readers as well, to know that the Federal 
Laboratories have now been forced to 
bring suit against the Police Corporation 
and Elliot Wisbrod in the District Court 
of the United States for the northern 
district of Illinois, for the infringement of 
their patent No. 1,659,228, and other 
patents covering the manufacture and use 
of tear gas and tear gas cartridges. 


These patents are being defended by the 
American Patent Protection Corporation. 
The Federal Laboratories are the origi- 
nators and pioneers in the use of tear gas 
for bank protection. 
J. W. Youna, President, 
Federal Laboratories, Inc., Pittsburgh 


What More Can Be Said? 


Sirs: 

The article entitled ‘“Unfetter Your 
Advertising Man” that appears in last 
month’s (April) issue of The Burroughs 
Clearing House, is one that I want to be 
sure is read by all our directors. 

I wonder if you could spare me twenty- 
five reprints. I assure you it would be 
highly appreciated by me. I sincerely hope 
that you will make this your topic for a 
series of articles. 

R. S. CLrarke, Manager, 
Business Extension Department, 
Genesee County Savings Bank, 
Flint, Michigan 
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he Profit and Loss Account 
of the Reserve System 


cl3y John F. Bell 


Cleveland College of Western Reserve University 


T the present time many of our institutions and 
methods of doing business are under fire. Even 
though certain of our time-honored institutions in 

themselves are not subject to criticism as a whole, some 
of their practices are being questioned severely. 

The Federal Reserve System comes in for its share along 
with the others. The number of charges that have been 
trumped up against the Federal Reserve System is nothing 
short of amazing. It is not within the scope of this article 
to consider all or even several of the charges, but rather to 
pick out a few which are of especial interest. One of the 
most important points 
at issue is the source 
and distribution of the 
income of the Federal 
Reserve System, espe- 
cially with reference to 
the franchise tax which 
goes to the government 
from the earnings of the 
twelve regional banks. 


T will be_ recalled 
that the ‘nation was 
divided into twelve dis- 
tricts in each of which 
is a Federal Reserve 
Bank generally desig- 
nated as a regional 
bank. Membership of 


the system consists 
chiefly of national 
banks, which were 


obliged to enter the sys- 
tem or surrender their 
national charters. Un- 
der our constitutional 
system Congress has no 
authority to prescribe 
what state banks shall 
do; so the only way out 
of the original dilemma 
of membership in the 


Federal Reserve System 
was to make member- 
ship compulsory for the 
national banking asso- 
State banks — 


ciations. 








Vista—the Federal Reserve Bank in Cleveland 


which includes trust companies —were encouraged to 
join the system. 

At the present time there are 8,315 banks in the system, 
of which 1,068 are state banks and 7,247 are national banks. 
This figure represents a falling off in numbers since 1922, 
when there were 1,639 state banks and 8,220 national 
banks in the system. This decrease has been due to with- 
drawals, failures and consolidations. In 1925 was passed 
the McFadden Act, devised to place national banks on a 
more equal competitive basis with state banks and thereby 
counteract, to some extent, the withdrawals from the sys- 
tem. The McFadden 
Act has been more or 
less of a failure for the 
reason that it has not 
attracted banks into 
the system-—while 
mergers, which have 
taken place in nearly 
all the larger cities, as 
New York, Chicago and 
Cleveland, have re- 
sulted in the surrender 
of national bank char- 
ters by the national banks 
involved in the mergers. 
Therefore, the larger and 
more powerful banks 
which remain in the 
system may be regarded 
as occupying a strategic 
position: they desire that 
membership be made 
more attractive to them 
or withdrawal may be ex- 
pected to follow, which 
would mean a consider- 
able weakening of the 
entire system. 

One of the palliatives 
which is being suggested 
is to decrease the share 
that goes to the govern- 
ment in the franchise tax 
and give it to those who 
belong to the system. It 
is true that the govern- 
ment has not “one red 


Eight 


cent” in the Federal Reserve System. 
The stock of the regional banks is sub- 
scribed by the member banks which 
are paid, according to the present law, 
a 6 per cent cumulative dividend 
annually on their paid-up stock. After 
the Federal Reserve banks pay this 
dividend, they are required to carry to 
their surplus fund all of the remaining 
net profits until the surplus equals the 
subscribed capital, which is double the 
paid-in capital because, of the 6 per 
cent subscribed capital, only 3 per cent 
has been paid. Of the remain- 


ing earnings 10 per cent goes)  "“}~——— 


into surplus, and the remain- ___,, 
ing 90 per cent must be paid 
to the United States Treasury 





as a franchise tax. 


in giving the system a boost; in fact 
we wonder what would have been the 
picture had the war never happened. 
It is amazing how the gross earnings 
of the system mounted in the years 
1918, 1919 and 1920; the momentum 
of these three years carried over into 
1921 and yielded a gross income 
greater than any period since. Nearly 
90 per cent of the earnings were from 
discounted bills which arose from war 
operations. The earnings from govern- 
ment securities are negligible even 





The member banks con- 
tend that this is unfair and 
unequal both to themselves ™ 
and to the government; it is» 
unfair to the government for 
the reason that should there 
be a substantial increase in 
the capital stock of any one 
of the regional banks in any 
year, there might be no tax 
whatever forthcoming to the * 
government, the reason being + 
that the increased stock sub- ~* 





OISPOS! TION 
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yielded a tax of $59,974,000; in 1924 
the payment fell to $113,646 and in 
1925 it was further reduced to $59,300. 
It is evident therefore that the greater 
per cent of the payments were made 
when the regional banks were in 
position to do so as a result of a con- 
dition with which neither they nor the 
member banks had anything to do 
toward bringing it about—the World 
War. In the year 1928 there was paid 
in franchise tax to the government the 
sum of $2,585,689; this was earned 
by six banks— Richmond, 
Atlanta, St. Louis, Dallas, 
Minneapolis and Kansas City 
— while the six larger banks — 
New York, Chicago, Phila- 
delphia, Cleveland, San 
Francisco and Boston — paid 
nothing. During the year of 
1929 the government received 
$4,283,231 all of which was 
earned by the same banks as 
of 1928 with the exception 








scription would entirely dis- = “~~~ 


sipate any earnings which . 
the capital of the member 
banks already in the system 
‘had earned. The member 
banks regard the present plan 

as an inequitable distribution 

of the spoils since their own 
subscribed capital is the basis ° 
for the large earnings of the 7 
system, yet they receive only | 
a stipulated amount, regard- : 
less of how large the earnings , 
may be. Furthermore this 
accumulated surplus, in case 
the system is ever liquidated, . 
would become the property 
of the United States Govern- 
ment rather than the member 
banks. In this respect the , 
Federal Reserve Act is differ- 

ent from the charters of foreign central 
banks in that no specific annual fran- 
chise tax is named. The Federal 
Reserve Act provides first for the pay- 
ment of dividends to the stockholding 
banks at a moderate rate of return 
(6 per cent) leaving the excess earnings, 
whatever they may be, for the govern- 
ment. 

The accompanying chart will give 
a picture of the situation since the be- 
ginning of the system in 1914. The 
items appearing above the line repre- 
sent the chief sources of earnings of 
the system and their relative impor- 
tance. The items below the line show 
the most important claims on the 
items. 

It is plain that the influence of the 
war was nothing short of marvelous 








that Chicago was added to 
the list. Whatever was earned 
by the other five banks was 
added to theirsurplus account. 








T! 1E year of 1929, which was 
the most profitable since 
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though the Federal Reserve banks were 
the centers of activity of war finance. 

We can also see the operation of the 
law regarding surplus in these profitable 
years. Practically nothing was added 
to the surplus until 1918 and from then 
until 1922 the additions were commen- 
surate with the earnings. It was dur- 
ing the extremely profitable years of 
1920 and 1921 that the government 
received most from the franchise pay- 
ments. After this period the payments 
have varied between nothing and 
$3,000,000 per year. Since the estab- 
lishment of the system the government 
has received from all Federal Reserve 
banks a total of $147,126,000 in fran- 
chise taxes. The year of 1920 enriched 
the government coffers to the extent 
of $60,724,742; while the year of 1921 





1921, shows net earnings of 
$41,264,383. The manner in 
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which this was redistributed 
is seen from the fact that the 
New York bank, which earned 
the most, $12,261,814, paid no 
tax, while Minneapolis, which 
earned the least, $904,022, 
paid a franchise tax of 
This difference is 
i |i due to the proportion of sub- 
scribed capital to built-up 
surplus of the member banks. 

The depression in the past 
year of 1930 shows up clearly 
in the Federal Reserve profit 
and loss account. Last year 
the Federal Reserve Bank’s 
net earnings were $8,081,318 
or a decrease of $31,165,065 
from the 1929 high earnings. 
The member banks received dividends 
of $10,286,508, the surplus account 
decreased $2,297,724 while the amount 
paid to the Treasury as a franchise tax 
amounted to only $17,308. Only two 
banks — Dallas and Minneapolis — paid 
anything as a franchise tax. The earn- 
ings of the New York bank decreased 
from $12,261,814 to $3,566,625. The 
capital and surplus of the twelve 
Federal Reserve banks has mounted 
to $169,131,000 and $247,636,000 re- 
spectively, which gives the banks capital 
funds amounting to $416,767,000, or 
a decrease of $31, 142,000 from last year. 

It is apparent therefore that the 
amount .of franchise tax paid to the 
United States Treasury depends not 
only upon the net earnings but upon 
the amount of increase or decrease of 
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capital stock and additions to the 
surplus of the regional banks which 
comes as a result of member banks 
joining or withdrawing from the system. 
For example, suppose any one of the 
twelve banks should have a large in- 
crease in member banks perhaps in 
the last month of the year. Any 
accumulations over the prior months 
which, from all indications, would 
mean a sizable amount which would 
go to the government as a franchise 
tax, might be entirely wiped out, the 
reason for this being that the new 
stock subscriptions would automati- 
cally require an increase in surplus to 
200 per cent of the stock actually 
subscribed. This explains why the 
Treasury Department does not count 
on the franchise tax as one of the 
revenues in the federal budget. The 
items of franchise tax and surplus 
account on the distribution side of the 
picture have shown a wide variance; 
they reflect to a large degree the 
fortunes of the entire system. The 
only constant item has been the 6 per 
cent cumulative dividend which was 
paid to member banks on their stock 
subscription. 

Chart No. 2 illustrates the cumula- 
tive increase or rate of change of the 
items which appear in the first chart. 
The effect of the war years up to and 
including 1921 is apparent. After 1921 
there is no abrupt growth or falling 
off while the trend is gradually upward. 
The franchise tax which followed the 
general trend upward has shown a 
distinct leveling off with only a very 
small increase from year to year, which 
for the entire number of years has 
amounted to $147,126,000 paid to the 
government. The graph shows a more 
steady increase in all the items than it 
does in the franchise tax payments, 
while the dividend payments have 
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RATE OF GROWTH 


shown a very normal growth reflecting 
the increase in capital stock which is 
held by member banks. 

The only item that does not appear to 
reflect the same gradual leveling out 
as the other items is operating expenses. 
This item has shown no tendency to 
decrease but on the other hand shows 
the same rate of increase year after 
year. Now that the capital investment 
has been made and the machinery set 
up and well oiled, one would naturally 
expect that the operation would be one 
of decreasing costs. Yet operating 
expenses have grown larger year by 
year, even in face of the fact that the 
great element of cost of operation 
incurred during war times has long 
since passed. 


ROM the picture which is presented 

many interesting speculations may 
be made. It is no doubt a fact that the 
Federal Reserve System would be 
nearer the exact type of institution 
that its founders hoped it would be if 
more of the larger banking institutions 
were included in its membership. It is 
true that many of the large state banks 
are members of the system, while an 
equally large number are not. It 
would be interesting to know how 
many banks remain, of their own 
volition, outside of the system simply 
because they cannot participate in the 
earnings; in my opinion there are few 
who would admit that reason. On the 
other hand, it would be interesting to 
know how many would be attracted 
by the temptation of increased divi- 
dends on their capital stock investment 
or participation in the earnings of the 
system. It appears that a stronger 


incentive than this must be offered. 

By briefly examining the motivating 
ideas back of the Federal Reserve 
System, we may be able to place a 
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Nine 


better evaluation on the various con- 
tentions that have arisen. In the 
first place, the Federal Reserve System 
represents our idea of a central banking 
system. We do not have one central 
bank, as have the European countries, 
but we have twelve regional semi- 
public banks. The fear and dislike of 
any sort of centralized money or bank- 
ing power seem to be deeply rooted in 
American thought; hence we have 
twelve banks instead of one. Expe- 
diency seemed to point to the wisdom 
of adopting a regional plan rather 
than to force a single bank on an 
unfriendly and unsympathetic public. 
Furthermore, from an economic stand- 
point it was wise to set up the twelve 
regional banks, for the presence of 
these banks and their branches made 
the country less dependent upon New 
York in times of seasonal and emer- 
gency credit requirements. Hence 
there appears sufficient justification of 
the superstructure that has been set up. 

Now let us consider the membership 
of the system which uses the super- 
structure. It will be recalled that 
national banks were required to become 
members while other banks were 
encouraged to join. The minimum 
capital stock of $4,000,000 which each 
of the twelve banks had to have before 
operations began, came from the mem- 
bers. This relatively large sum of 
required capital might have come from 
public subscription, as is done abroad, 
or advanced from the public treasury. 
However, the simple procuring of the 
initial capital was not the point. We 
were setting up a central banking plan 
which we hoped would save the nation 
from repetition of past experiences in 
unscientific money and credit disturb- 
ances. The framers of the Act liked 
the co-operative customer-ownership as 
had been employed in the short-lived 

(Continued on page 37) 
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A squadron of motorcycles leaves 
the bank's headquarters on a 
daily round of 119 branches and 
eight cagveepeneene banks 
within the district, travel- 

ing a total of 1,385 miles. 

In distributing to the a an ss 
branches, they make 
250 contacts a day, 
and on the pickup, 
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or the Transits 


With Motorcycles and a Central Clearing 
Office to Achieve the Minimum “Float” 


and negotiable instruments from 

point to point with but little 
change in the speed of the transaction. 
Then the railroads arrived and things 
went faster. The iron horse displaced 
the slower Pony Express in the West 
and the old post roads of the more 
crowded East. After that there was 
little change except as the railroads 
put on faster and faster mail trains. 
Even that improvement reached a 
limit in time. 

Years went by without startling 
innovation until the Federal Reserve 
System inaugurated its novel scheme 
of telegraphic transfer of funds through 
the medium of an inter-bank pool. 
A member bank in the San Francisco 
district could transfer overnight any 
part of its local federal balance to its 
New York correspondent by merely 
instructing the Federal Reserve bank 
of San Francisco to make the transfer 
for it by wire. The next morning the 
Federal Reserve bank of New York 
would credit the account of the western 
bank’s New York correspondent with 
the specified sum. Use of the method 
has saved enormous sums in its elimi- 
nation of the time required to effect 
such transfers by mail. 


NOR years banks transferred money 


By Howard Whipple 


Vice-president, Bank of America National Trust 
and Savings Association, Los Angeles 


The Federal Reserve plan had 
hardly begun to function when air 
mail arrived. This was indeed an 
improvement for it enabled banks to 
transfer actual documentary evidence 
of wealth faster than ever before. 
From two to three days were saved in 
sending items from the Far West to 
the Atlantic seaboard. The added 
cost of air mail was insignificant when 
compared with the loss in interest on 
funds sent by ordinary mail train. 

There improvement stopped for the 
time being. But nothing stops for 
very long nowadays. Float costs are 
so important that bright and capable 
minds in every part of the country are 
straining at every chance to minimize 
them. 

There is good reason for it. In a 6 
per cent money market every one 
hundred dollars of a bank’s funds tied 
up in float, i. e., uncollected items, 
fails to earn for its owner each day it is 
outstanding slightly more than one 
and a half cents. To approximate 
more closely, $0.01644. To extend 


the base to larger proportions, a bank 
loses $16.44 every day on _ every 
$100,000 of float and $164.40 on every 
million. 

Were the float outstanding but one 
day, it would not be so bad. But some 
items are out five or six days, even 
more. Worse than that, every day of 
the 365 in a year every bank has a 
more or less constant volume of un- 
collected items floating around the 
country and earning it no interest. 
If this float averaged but $100 per day 
each one of the 365, the bank’s loss 
for the year would be an even $6.00. 
If the average amounted to $100,000, 
the loss would be $6,000 per annum. 
If $1,000,000, the annual loss would 
be $60,000. Cost of a five-day float 
for the million would reach $300,000. 

In very few banks does the daily 
float amount to less than 20 per cent 
of an active correspondent balance 
and in many instances it is more than 
50. Not only is that idle percentage 
drawing no interest but the funds 1t 
represents are not available for use 
in satisfying customer wants or I 
strengthening their owner’s reserve 
position. 

Patently, any plan which will lessen 
or eliminate this loss is worth while. 
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Ingenious schemes are devised by 
clever bank transit department man- 
agers todoso. One of the most unique 
is one in use on the Pacific Coast 
where, as far as is known, it was 
originated. At least it has been 
developed to a large and fine proportion 
by a bank in California. 

This institution has a large number 
of branches. In Southern California, 
for example, 128 of them are grouped 
in what is known as the Los Angeles 
basin. Some seventy-eight are situated 
within the rather expansive limits of 
the city of Los Angeles proper. The 
other fifty are anywhere from twenty 
to seventy miles away. 

Every one of these branch offices 
handles a large number of items on 
other branches and on other banks. 
In the usual way of handling them, 
each office would have one or more 
transit clerks, the necessary transit 
machines, routing schedules, postal 
scales and well-filled stamp drawers, to 
say nothing of special stationery and 
other supplies; tellers would list their 
transit items and interbranch clearings 
on their individual tellers’ sheets and 
then deliver them to the transit clerks 
who would again list them and dis- 
patch them to head office or other 
destination by mail. 

Unless routed direct to the point on 
which drawn, they would arrive at the 
Los Angeles headquarters the next 
morning, too late, however, to be 
worked up in time for the early morn- 
ing city clearings at eight o’clock. 
Nor would items on Pasadena, Long 
Beach and Santa Monica Bay district 
arrive in time to be transferred to the 
clearing houses maintained at each 
one of those important points. 

In accordance with this mail 
schedule, for example, a transit item 
drawn on Long Beach, twenty-five 
miles south of Los Angeles, and 
deposited on Monday in the Redlands 
Branch, seventy 
miles east, would be 
sent to Los Angeles 
on that evening’s 
mail. It would ar- 
rive the next morn- 
ing, be worked up 
and sent with other 
items to Long Beach 
Tuesday afternoon. 
It would arrive 
Wednesday morn- 
ing too late to be 
cleared through the 
Long Beach clearing 
house at 8 a. m. and 
80 would hold over 
till Thursday. Ad- 
Vice of payment 
would reach Los 
Angeles Friday 
morning and Red- 
lands Saturday. 

Similarly if a 


check were returned unpaid, the item 
would not reach Redlands in time to be 
charged back to the account of the 
depositor till Saturday either. If fate 
of the item were wired from Long 
Beach to Redlands it would not be 
known by the depositor or his de- 
positary branch till some time Thurs- 
day. 

If the item were directly routed to 
Long Beach by the Redlands branch 
it would reach Long Beach too late to 
be cleared Tuesday. Its fate would 
not be known until Wednesday. 

The same history would occur were 
the item to be drawn on a northern 
California point, such as San Francisco. 
Mailed from Redlands Monday, it 
would arrive in Los Angeles Tuesday, 
be worked up and mailed out that 
night and reach San Francisco Wednes- 
day. That would occur for any directly 
routed item deposited late Monday 
afternoon, for it would not reach Los 
Angeles in time to be transferred to 
the evening mail train for the north. 


How to cut this time was the prob- 

lem. The normal float from 128 
offices represents a good deal of money. 
If each office averaged but $10,000 
per day for a year, the cost would be 
more than $75,000. Manifestly the 
float from some of the larger branches 
would be several times that daily 
average. 

It is easy to see that the principal 
delay occurs in the mail service, splendid 
though it is. Transit items may not 
be touched when lying idle overnight 
in a railway pouch. Clerks may not 
sort them, list and charge them to 
various accounts if received after 
regular business hours. Nor do trains 
run every few minutes or on schedules 
which exactly fit special business needs. 


The central clearing department through 
which 200,000 transit items from 127 bank- 
ing offices pass daily 
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So a scheme was devised to mini- 
mize these zero hours for transit opera- 
tions. Instead of being dispatched on 
inconvenient train schedules, all transit 
and clearing items are carried to a 
central clearing office in Los Angeles 
by motorcycle or automobile on 
schedules made to fit bank convenience. 

There are eighteen of these con- 
veyances. Their routes thread the 
thickly populated Los Angeles area 
like a spider web. The most distant 
point served is Redlands. Leaving 
there after closing hours every after- 
noon, the messenger calls at a number 
of important branches and correspond- 
ent banks on his return trip, picks up 
their items and delivers them to the 
central office. There they are worked 
up and dispatched in record time. 

Items on Long Beach which, without 
the motorcycle system, would not be 
cleared until the third day after being 
deposited, are cleared the next morning. 
San Francisco items deposited in the 
Redlands branch at any time during 
banking hours on Monday leave there 
at 3:45 in the afternoon, are worked 
up by the late afternoon force at 
Los Angeles headquarters and are put 
on the fast mail train leaving for 
San Francisco at eight o’clock that 
very night. As a result, they are 
cleared’ the next morning, Tuesday, 
instead of Wednesday or Thursday. 
Proceeds of the items are deposited in 
the San Francisco. branch that same 
day. Funds derived from the trans- 
action, though held in San Francisco, 
are immediately available at Redlands 
and interest begins coincidentally as 
well. 

We may digress for a moment to 
explain that that availability, granted 
the instant good funds are received 
at the point of payment, is made possi- 
ble by the fact that, no matter what 


' branch receives payment of the item, 


its proceeds become immediately avail- 
able at any other 
branch where the 
patron’s account 
may be carried; for 
it is all one bank. 
Cash —or any other 
form of asset—is not 
earmarked as the 
special property of 
any particular 
branch. All Red- 
lands, in the South, 
has to know is that 
San Francisco, in 
the North, has the 
money in its posses- 
sion. As soon as it 
is known, Patron 
Smith may employ 
his augmented bal- 
ance as he will. 

As a result of the 
establishment of the 
motorcycle system 

(Continued on page 44) 
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ntertain the Waiters-in-Line 


Where the “Picture Show” and Other 
Devices Divert the Cue of Customers 


HAT do you do while you are 
sitting or standing in a desolate 


railway station waiting for a 
train? If you are like 99 per cent of 
us poor mortals you read every adver- 
tisement or notice that is within sight. 
You even read month-old weather 
maps and schedules of trains that 
were discontinued years ago! 

What do you do while you are sitting 
on the edge of a chair in some doctor’s 
or dentist’s waiting room? If you area 
man you will even read ‘‘Modern 
Priscilla” and study closely every 
diploma the said doctor or dentist has 
acquired and framed for the enjoy- 
ment of his impatient patients. Women 
have even been known to devour the 
entire contents of ““Popular Mechanics” 
while waiting for their favorite medical 
adviser. 

What do you do while riding down- 
town over the old familiar route on 
the street car, subway or “L’’? If you 
are unfortunate enough to be without 
a newspaper, a pamphlet on personal- 
ity, or a pretty girl across the aisle, 
you without a doubt read every car 
card within your vision. 

Reasoning along this line, the writer 
recently came to the conclusion that 


cy W. A. Millican 


Assistant Vice-president, Liberty Bank and 
Trust Company, Louisville 


waiting in line at a bank window is 
an analogous situation. It is a case of 
the same people being in the same 
place time and time again with abso- 
lutely nothing to do but to shift from 
one foot to the other and wonder why 
in the name of common sense bank 
tellers move like “slow motion” 
pictures. 

To the person standing in line in the 
bare lobby of a bank, seconds seem 
like minutes and minutes like hours — 
at least, this was proven to us recently 
in the case of a woman who was a 
chronic “kicker” about wanting in- 
stantaneous service. The lobby guard 
was instructed to watch for her and 
report the exact length of time she 
stood in line. On a certain day when 
she happened to be next in line to a 
large depositor, the guard reported 
immediately that she had waited two 
minutes and forty seconds. Right 
behind him the lady in question came 
storming up to the manager’s desk 
swearing, under oath if necessary, 


that she had stood in line exactly 
fifteen minutes and if quicker service 
was not provided she would close her 
account. 

As the writer signed a cashier's 
check for her balance of $9.63 he 
decided that perhaps if it was impos- 
sible to increase the number of tellers, 
the next best thing to do would be to 
provide something to attract or invite 
the attention of the impatient cus- 
tomers while waiting in line, thereby 
shortening the slowly moving seconds 
and at the same time putting some 
message across that would prove 
profitable to the bank. 


N the scores of banks that the 

writer has visited in large and small 
cities, he has yet to visit a bank where 
the management is taking full advan- 
tage of the opportunity to deliver a 
regular weekly or semi-weekly message 
to the depositor who waits day after 
day at the teller’s window with nothing 
to do but to gaze at the customer 
ahead of him. 

We believed the customer would 
welcome and read carefully any live 
interesting message the bank would 
put before him—and our experience 
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of the past few months has proved it. 

We first purchased a changeable 
stereopticon picture machine facing 
the teller’s line of customers. This ma- 
chine automatically displays a series 
of about twenty pictures of current 
events and then three or four “‘frames” 
telling about any special bank service 
we want to feature. A new “reel” or 
loop of pictures is received each week 
and quite often we include local photo- 
graphs or pictures relative to the bank. 
This can be done without any addi- 
tional charge and we frequently take 
advantage of the privilege. Most of 
the customers on an ordinary day are 
able to watch the pictures while waiting 
in line and we have received many 
favorable comments. Some state that 
they even enjoy waiting in line as long 
as our “picture show” is running. 
Incidentally, we use the machine at 
night in our outside display window 
where it attracts a great deal of 
attention. 

We, also, happen to possess four 
large oil paintings that are not only 
valuable from the artistic standpoint 
but are most interesting to the average 
depositor. We have placed _ these 
paintings on our walls adjacent to the 
tellers’ windows and have given them 
special illumination throughout the 
day. These also help to shorten the 
impatient customers’ seconds and 
minutes. 

Our best results, however, have been 
obtained from small bronze 
frames we have placed about a 
foot from each teller’s window. 
We have also mounted some 
on wooden blocks and placed 
them on each check desk. 
These frames are seven inches 
by two and a half inches and 
are designed so that a card- 
board message can be inserted 
and taken out in a second. 
They are highly polished and 
are placed in a position where 
a customer cannot fail to see 
them as he stands in the teller’s 
line or uses the check desk. 


Our printing department runs the 
messages off for us on a day’s notice 
and we change them at least twice a 
week. There are some notices that we 
use every month at a certain time, such 
as the first of the month when state- 
ments are ready, the fifth, when our 
“Trust Department Magazine” is 
available on our front counters, the 
tenth, when our regular National City 
Bank Letter on Business Conditions 
is ready for distribution and also 
regular dates during the year when 
interest payments are ready to be 
entered on pass books. 

We were first convinced that the 
messages were being read when we 
posted this notice: 





Do You Want THE LATEsT 
| News Asout BusINEss 
CONDITIONS? - 
We have it for you. Written 
| by the best authority in 
| America. The pamphlets are 
| up front on the open counter. 
Take one as you go out. 








We placed over 300 copies of the 
pamphlet mentioned, on our front 
counter and in two days they were 
gone. In former days they remained 
on the counter the entire month and 
we usually had about a third of them 
left over. The same thing happened 
to our trust magazine and we also 
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noticed that our rack containing in- 
surance and travel booklets was being 
emptied more rapidly. 

When we use the message on the 
first of the month calling attention to 
the fact that statements with cancelled 
checks are ready, we have observed 
quite an increase in the number dis- 
tributed. We have even had quite a 
few customers call for statements who 
did not know they were supposed to 
get them and we thereby relieved our 
crowded files of several pounds of 
cancelled checks. 


N° doubt many other banks are using 
this program in various forms 
but our experience has been so pleasing 
we are wondering why more banks do 
not take advantage of the customers’ 
craving for something to attract his 
attention while in the teller’s line. 
As an example of the various mes- 
sages we are using in the bronze 
frames, we submit the following: 

‘“‘A message will appear in this space 
each week. It will be of interest to you. 
Watch for it. We appreciate your 
patronage and want to explain the 
many services we can render you.” 

“We Provide One-Half Hour Free 
Parking for Our Customers. Are you 
taking advantage of this service? 
Parking lot located directly behind 
the bank. Drive in 5th Street entrance 
and ask for bank ticket.” 

‘““We want your name and address 

absolutely correct on our 








records. If it is not, please 






















Do you want the latest news about business conditions? 
We have it for you. Written by the best authority in 
America. The pamphlets are up front on the open coun- 
ter. Take one as you go out. 
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fill out one of the ‘Change 
of Address’ slips on the check 
counters and hand it to the 
teller.” 

‘*“Have You Inspected Our 
Vault in the Rear of the Bank? 
It’s the most modern vault in 
the city. And boxes can be 
had for only $3.00 per year. 
Ask the guard to show you 
the choice location we are 
holding for you!’ 

“‘We Render a Statement of 
your checking account on the 
(Continued on page 39) 
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n Total Absence of Research 


What is the Future of Bank- 
ing in the United States? 


By Thomas C. Boushall 


Chairman, Bank Research Committee Virginia 
Bankers Association, and President, 
Morris Plan Bank of Virginia 


Mr. Boushall 


UCCESS among significant cor- 
S porations has come out of their 

research laboratories. Again and 
again the statement occurs that today 
research is essential even to remain in 
. business. There is no let-up. The 
corporation or association without the 
constant transfusion of new life blood 
from the research laboratories into its 
activities finds its field pre-empted 
overnight. Some agency has applied 
modern research to old ideas and made 
the advanced standards of yesterday 
recurrently obsolete and terrifyingly 
profitless. 

Banking has remained strangely aloof 
from this effort so essential to the life 
of the corporations and individuals it 
seeks to serve. 

That banks cannot longer ignore 
with impunity the magic, modernizing 
touch of research becomes astonish- 
ingly apparent on the slightest con- 
sideration of the facts. 

According to the Research Depart- 
ment of the Federal Reserve Board the 
number of banks in the United States 
reached its peak of 30,812 in June, 
1921. By September, 1930, this num- 
ber had receded to 23,590, a net loss of 
7,222 in number, or 23 per cent. State 
banks numbered 22,665 in 1921; 16,398 
in 1930, a net loss of 6,277, or 27 per 
cent. National banks numbered 8,246 
in 1921 and 7,192 in 1930, a net loss of 
1,054 in number, or 12 per cent. This 
net loss in number took place despite 
the fact that there were 1,526 new 
national banks chartered from 1921 to 
1929 so that a total of 2,580 national 
banks disappeared in the period. Ac- 
curate facts are not available for new 
state banks chartered in the period but 
we may safely add a heavy figure to 


the net loss of 6,267 to arrive at the 
total number of disappearing state 
banks. 

Less official records are contained in 
the issue of the American Banker for 
Saturday, February 7, 1931. The 
headline reads, ‘‘2,070 Banks Drop Out 
in 1930—New and Reopening Units 
455.” The article continues with this 
short table: 


Banks eliminated Addition to numbers 


By mergers... 767 New banks... ..322 
By suspension 1,303 Banks reopened. 133 


Total to be Total be 
subtracted...2,070 added......... 455 


and then adds, “Estimates made by 
the American Banker for 1929 were to 
the effect that 1,104 institutions had 
been eliminated from the ranks of the 
nation’s banks, thus more than 2,700, 
or approximately 10 per cent of the 
country’s banking institutions, have 
been wiped out or absorbed during the 
past two years.” 

Referring again to Federal Reserve 
Board figures of 25,330 banks existent 
in 1929, the percentage becomes 10.7 
for loss of banks in these two years. 

According to the 1930 annual report 
of R. G. Dun & Company the number 
of existing businesses in the United 
States rose from 2,049,323 in 1921 to 
2,185,358 in 1930, a net gain of 136,035 
added corporations to be served by 
7,222 fewer banks. 

To some alert thinkers this is a 
decidedly healthy trend. They state 
that there are too many banks anyway. 
There are few informed people to 
differ with them. If the disappearance 
of more than 10,000 banks since 1921 
had taken place only by consolidation 
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or voluntary liquidation, the country 
as a whole and depositors and stock- 
holders in particular would all be 
better off. 

But such, unfortunately, has not 
been the case. While the banker has, 
with sound logic and patriotic appeal, 
resisted vociferously the disappearance 
of unit banks into branch systems, and 
competitors have been absorbed by the 
progressive banks across the street, the 
toll has run into the impressive number 
of 6,968 banks disappearing through 
failure in these past ten years, accord- 
ing to the Federal Reserve Board’s own 
bulletin. Of these banks 1,182 were 
national banks and 5,786 were state 
banks. 

The number of banks going out of 
business through failure carries a new 
significance when the further figures 
are added that in these past ten years, 
1921 to 1930 inclusive, the deposits 
involved in these 6,968 failed banks 
totaled $2,625,627,000. Some unim- 
pressed banker may remark that a 
large number of these banks later re- 
opened for business. Of the 6,968 
banks, 797 did reopen. The revived 
deposits amounted to $296,385,000 out 
of the $2,625,627,000. 


[t seems time to remark again that 

bankers have been strangely aloof with 
respect to research efforts. Were they 
alone to suffer, the public might view 
the situation with complacency. But 
note that the $2,625,627,000 of involved 
deposits was the public’s contribution 
to this nonchalance. So that the public 
perhaps has an interest in the potential- 
ity of bank research, or rather its total 
absence in the presence of these sig- 
nificant figures. 

The worst of the story has not been 
told. In 1930, 5% per cent of the 
23,852 banks in business, or 1,326 


(one out of every eighteen banks in 
the country), failed. Out of 2,185,358 
concerns in business in this country in 






1930 there were 24,107 failures or 1.10 
per cent, one in every ninety business 
houses. 

If only one in every ninety banks had 
failed there would have been just 264 
closed banks, but if one in every 
eighteen commercial houses had failed 
there would have been 121,408 busi- 
ness failures instead of 24,107. Amer- 
ica would perhaps quite appreciate a 
real depression had this latter ratio of 
failures been experienced. 

The premise that research today is 
essential, if one expects to remain in 
business, may be more clearly indi- 
cated by a consideration of these 
figures provided the banking fraternity 
and the public at large begin at last to 
compare corporate respect for sig- 
nificance in research with the banker’s 
indifference to this modern weapon — 
one which is valuable if for no other 
reason than that of simply remaining 
on this side of the realm of innocuous 
desuetude. 

It is not within the scope of this 
article to point out in great detail just 
how banking should approach the field 
of research. But even to the incurious 
there must be a suggestion of irony in 
the fact that the banker, whose role is 
that of advisor and counsellor to busi- 
ness, is failing in business just five 
times faster than his erring clients. 
Again, the banker himself is often the 
greatest sufferer from business failures 
to which he has extended credit. Re- 
search on his part into the causes of 
business failures and their prevention 
might in turn tend to reduce the 
mortality among the banks them- 
selves. 

Research has meant forward strides 
in Seven League Boots for such in- 
dustries as radio, automobiles, refriger- 
ation, electric clocks and dozens of 
others. It seems bathetic that re- 
search, if only to stay solvent and in 
business, has not dawned on so re- 
spected a fraternity which is rapidly 
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disappearing, if the rate of attrition in 
the past ten years continues unchecked. 

The foregoing remarks relate only 
to research as an actual life-saver for 
the bank itself with a slight reference 
to the life of the depositors’ funds. 
Were this the only value of research, it 
must be obvious that its neglect is 
either stupidly criminal or beyond the 
concept of the type of intellect dis- 
tributed among our ponderous bank 
executives. 


BUT research holds in its magic chest 

the means for widening the horizon 
of service, the potential addition of 
sources of income, the road to recapture 
of business lost to other forms of 
financial service and last, if not least, 
a fuller, safer, more useful service to 
the public in general in its rapid march 
toward a more equitable distribution of 
national wealth and income. 

For those who are familiar with the 
story of miracles performed by research 
in industry, chemistry, medicine, bi- 
ology, agriculture and physics, no 


‘repetition is needed to fan their en- 


thusiasm. To those who are not, no 
summary can suffice for the enthralling 
stories that fill volumes of recent and 
current books outrivaling the sheerest 
romance and fill the pages of current 
magazines with promises that are daily 
budding and bursting into reality in 
research laboratories. 

Banking mentality seems so far be- 
hind what is going on in television, so 
remote from the bio-chemical labora- 
tory, so foreign to the Coolidge X-ray 
tubes, so little advanced toward equiv- 
alent results that are ready momen- 
tarily to blow to pieces the values in 
the very stocks and bonds upon which 
the banker relies, that one almost 
despairs of arousing the sleeping giant 
to a comprehension of the two-fold 
significance of the problem —the danger 
that is overwhelming him for lack of 
research, the opportunity that is 
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literally destroying him by so heavily 
knocking at his door. The banker is 
offering statistics in place of research 
when the public of today is demanding 
safety and service. Rapid attrition is 
going on in banking today through 
actual failure. On the other hand 
competition of life insurance com- 
panies, building and loan associations, 
investment trusts, brokerage houses, 
corporate independence through larger 
capital structure and wider public 
ownership, is an even more insidious 
death to the average American bank, 
creeping upon it without arousing it to 
the danger. 

Strangely enough the bankers’ asso- 
ciations have felt that legislation was a 
sound substitute for research. They 
have on occasion sought and achieved 
the enactment of laws to stifle or ham- 
string competition, which laws have 
all too often been boomerangs to pre- 
vent their own progress. The most 
astounding piece of legislation to over- 
come economic laws by mandate rather 
than learning how to use the economic 
facts for advancement, as science uses 
physical and chemical laws to forward 
their interests, is the case of some 
western states creating a deposit guar- 
antee fund. Out of this fund de- 
positors of failing banks were paid from 
assessment upon all chartered banks. 
That such expedients should quickly 
fall of their own weight was fortunate 
.or otherwise this panacea might have 
spread far and wide. 

A strange commentary upon the 
legislative fiat to stabilize and conserve 
banking assets and apparently to 
supply ability to incapable bank man- 


agement is the fact that in England and 
Europe where there are no banking 
laws as we know them, bank failures 
are so rare as to be almost negligible. 

The public knows that one in every 
eighteen insurance companies did not 
fail in 1930. Public dependence on 
insurance to conserve its savings, pro- 
tect its dependents, nourish its old age 
and administer its estates is increasing 
out of proportion to the increase in 
bank patronage. Insurance companies 
with excess funds are crowding banks 
out of the mortgage loan business. 
Building and loan association failures 
are so rare as to be a seven days’ 
wonder. The home owner is looking 
there for financing his home purchase 
and less and less to the bank. Members 
of the New York Stock Exchange have 
recently begun to sell investment trusts 
directly to the public without the 
intervention even of investment bank- 
ing houses. Many corporations pos- 
sessed of excess funds from wide public 
ownership not onlv are not borrowers 
from banks but put these funds out at 
interest directly to the borrowing pub- 
lic in competition with bank funds. 


T has recently been shown that 

$600,000,000 of the old size dollar 
currency is still extant. The public 
has hoarded this money in stoves and 
stockings, mattresses and cupboards. 
These deposits alone, if put in banks, 
would swell the total gain in savings 
six times more than the net gain of 
savings deposits in all the banks in the 
United States in the past two years. 

There are no fewer than 200 banks 
in the United States that could well 
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afford to establish individual research 
departments of their own. Many 
maintain statistical departments but 
unless some progressive bank has 
hidden its research effort under a 
bushel and, unknown to the American 
Bankers Association, is creating ro- 
mance out of bullion in a deep, dark 
cellar, not one of the 200 is engaged in 
a single effort that remotely relates to 
research in its most fundamental terms. 
So far as direct inquiry indicates, the 
Research Department of the Federal 
Reserve Board is primarily statistical. 
The American Bankers Association is 
doing little more than compile sta- 
tistics within its membership. None 
of the forty-eight state bankers’ associ- 
ations is conducting research. The 
Virginia Bankers Association has 
created a Bank Research Committee 
which, so far, has succeeded in getting 
the association to endorse the idea 
without yet appropriating a dollar to 
carry it out. If there are any other 
research efforts, they are not yet 
reported. 

If the direct appeal to bankers does 
not inspire them to enter the field of 
research that has almost remade 
America in the past twenty-five years, 
perhaps public indignation that the 
banks are neglecting this insurance for 
the safety of funds entrusted to them 
and the assurance of a far more useful 
service, may bring sufficient pressure 
to bear to break through such apathy. 
We may then witness a frantic rush on 
the part of the as yet uncomprehending 
banker to join the ranks of those 
marching forward under the banner 
bearing that strange device “‘Research.”’ 


y Way of Group-Insured Savings 


HE force of the thrift appeal in 

bygone days was vitalized by 
raising the interest rate. Today, with 
money rates as they are, and with the 
trend toward lowering the rate paid 
on thrift accounts, the banker must 
give the public something new, some 
innovation—if he would stimulate 
systematic saving. 

Some banks have dressed up the 
thrift appeal in colors new by offering 
a combination of saving and insurance 
that has a wide appeal. But many of 
these plans, when analyzed, could be 
accomplished just as well by the cus- 
tomer himself by taking out an in- 
surance policy and saving the balance 
regularly in an interest account. To 
be sure, the bank could not afford to 
pay the insurance premium; yet if the 
plan could be devised so that the cost 
was so low that it would attract the 
depositor, he would be willing to pay 
for the protection and thus make the 
account self-supporting. 


cy G. Edwin Heming 


Trust Officer. First National Bank and Trust 
Company, Freeport, New York 


We, at the First National Bank and 
Trust Company of Freeport, New 
York, investigated many plans. We 
found the answer to our quest in the 
“Assured Financial Plan’ —a com- 
bination of savings with group in- 
surance. It offers to the depositor a 
new incentive to become a consistent 
saver and the plan provides the bank 
with an economical method of building 
up deposits. 

Under this plan, the subscriber sub- 
scribes for a certificate of deposit for 
$500 to $5,000, agreeing to pay for it 
in forty-eight months on the partial 
payment plan. This requires a pay- 
ment of $10 per month for each $500 
unit subscribed for. The strength of 
the appeal to the patron is in this fact 
—that as soon as the depositor is 


accepted under the plan, the bank 
sets up an estate for the full amount 
of the certificate of deposit. In the 
event of the depositor’s death, pro- 
vided he has not missed any of his 
monthly installments, his family will 
receive the full amount of the estate 
even though he may have made only 
one installment. This protection is 
provided by insurance taken out by 
the bank under a group insurance 
policy and without medical examina- 
tion. The depositor’s name is merely 
sent to the insurance company and 
when it has been accepted by them and 
the bank so advised, the patron 1s 
protected under the policy held by the 
bank. If the depositor lives to com- 
plete the plan he will have paid in 
$480 for each $500 unit—thus re- 
ceiving $20 net interest on each unit, 
representing a fair return indeed con- 
sidering the protection he has had as a 
member of the group. No individual 
acting independently of the plan 


(Continued on page 43) 
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Our Personal Credit Origins 


cBy Howard Wright Haines 


Cashier, First State Bank, Kansas City, Kansas 


HEN our national 
\ \ Administration, in an 

effort to relieve the 
strained economic conditions, 
passes out one billion in ex- 
service loans, we may stamp 
it as paternalism or other- 
wise, but there is one thing 
agreed upon by all—the 
nation has unquestionably 
entered the small loan busi- 
ness on a broad scale. Certain 
writers compare this type 
of loan to the dole as used 
in England and Germany. 
They remind us that, after 
lengthy trial, the dole failed 
miserably in those countries. 
Like all prearranged antidotes 
for relieving emergency, it 
failed because it subsidizes 
initiative and places a premium on 
idleness. Similarly, various forms of 
government aid have been offered in 
Austria, Czecho-Slovakia, Mauritainia 
and other countries, with the ultimate 
result that they also have fallen into 
disrepute in favor of a direct form of 
personal finance, whereby the recipient 
assumes an obligation knowing that 
it is in no sense a gift. 

Within recent years we have become 
small-loan-conscious. Personal credit 
has expanded internationally almost 
without being noticed or recorded. 
Only a few years ago, historically 
speaking, individuals without collateral 
had no credit in any country. Today 
in the United States the small loan 
business, coupled with its twin brother, 
Installment Sale, has grown into one of 
our largest economic groups, repre- 
senting an investment in excess of four 
billion dollars. 

Originating in Europe, the germ of 
easy-payments, whereby things may 
be had before their equivalent is 
earned, found its way to America. 
Installment merchandising was in- 
vented; the unlicensed lender appeared 
in back offices to compete with the 
already present pawnshop; and, in 
our own time, have come the industrial 
bank, the chattel-loan companies, the 
credit union, and last of all, the en- 






i. 


e 


a 


THe Wortos Sma Loan VoLumME- 


MILLIONS { 
AUSTRIA._.._...150 \ : 
BELGIUM._-..._.. 40 17. see if 
CZECHO SLOVAKIA ...260 
GERMANY._....__100 
GREAT Bririan..150 J , a 


a 25 
IRELAND...______. 2 / 
. =a 

, , “2 f 

Aa caicumeientees 
MAURITANIA ______IG' 

R Ss... 3) as 
Co - 
RUSSIA........-- 122 ‘, 
SERBIA 


trance of the commercial bank into 
personal finance. 

Being last in the field has its advan- 
tages to the commercial banker. Prior 
events should indicate future possi- 
bilities and errors to be avoided. It is, 
therefore, practical to glance briefly 
at the growth and development of 
personal credit in all its stages. 

In 1727, it is said, Scotland devised 
a credit system for individuals, but 
nothing generally was accomplished 
until 1840-60, when Frederick William 
Raiffeisen, Burgomaster of Weyer- 
busch, and Hermann §S. Schulze, judge 
in a provincial court at Delitzsch, 
organized loaning societies to advance 
small amounts for food and farm 
relief. Herr Raiffeisen organized banks 
under the simplest plan, having an 
office in a house or barn, with the 
village priest or school-teacher as 
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cashier and bookkeeper. Only 
at certain hours was this 
village bank open for busi- 
ness, often only in the eve- 
ning, but from the first, due 
to famine, much good was 
accomplished, and many 
persons, blessed with wealth, 
invested in bank stock. To- 
day Raiffeisen institutions 
are still known as village 
banks and continue to serve 
a large number of small bor- 
rowers in farming districts. 
They have from fifteen to 
five hundred members each. 

On the other hand, Herr 
Schulze adopted more up- 
to-date theories, housing his 
‘Peoples Banks” in a special 
building, often the best in 
town, with well appointed office, 
trained clerks and regular banking 
hours, very much like small state or 
savings banks in the United States. 
They make larger loans in larger 
centers and some have as high as 
10,000 members. Both types of small- 
loan-banks increased rapidly. Mr. 
Lewis Davidson, conferring with treas- 
ury Officials, learns there are now more 
than 50,000 in Germany. And that 
during the war these societies floated 
$833,000,000 in Imperial bonds. 

Here we must notice the difference 
between personal loans in foreign 
nations and those here. Europe offers 
a rapidly developing co-operative sys- 
tem of small loans to people without 
tangible assets, but most of this credit 
is to small producers, shopkeepers and 
merchants. What we call “consumer 
credit” is almost unknown in Europe. 
One of Germany’s foremost bankers 
said recently: ‘““There are only a few 
loan companies in England or the 
Continent which loan to salaried peo- 
ple. We have a few such concerns 
opening for business in Berlin, Paris, 
London and other metropolitan cen- 
ters. So far, government employees 
and public utility workers are the 
principal classes borrowing from this 
kind of consumer loan plan.” 

Again Mr. Rolf Nugent of New 
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York, tells us: “Consumer credit 
abroad is granted largely for buying 
homes or co-operative apartments. In 
other words, the consumer credit in- 
stitutions fill pretty much the place 
which our building and loan associa- 
tions fill here.” 


FOR such worthy purposes personal 

finance has found a home in many 
countries with increasing popularity. 
In 1866, Linzi Luzzatti carried the 
plan of small loans to Milan, Italy. 
Today there are people’s banks in all 
of Italy’s principal cities and many 
small places. In larger centers goods 
are sold on the installment plan to the 
higher class borrower, but not to the 
masses. Europe makes a_ valiant 
effort to export her products or to sell 
to American tourists. The volume of 
tourist business is surprising and helps 
slightly in keeping trade on a cash 
basis. Much American cash goes to 
her and does not come back because 
she has never been much of a buyer of 
American products. Still, Europe as 
a whole has heard of super-life in 
America. 

“Tell me about the cities, your 
home, and wages over there,” says the 
banker in Rome. ‘We understand 
times are bad, but you are offsetting 
them by spreading out the work —and 
the government has gone into the 
‘small loan business to take care of all 
the ex-soldiers?” 

So Europe absorbs the press re- 
ports about American standards 
and also reads the discussion on 
restricting immigration with pro- 
found interest. She may not be 
copying us, but clearly the tend- 
ency is to improve the lot of her 
citizens through easier credit. 

“‘We are making more ‘honor 
loans’ each year,”’ continues the 
banker. “They average from 
$10 to $50. In the last ten years 
we have doubled our volume — 
not in size of loans, but in 
number. Individual opportuni- 
ties here are not the same as in 
America, so we can never offer 
a parallel line of personal credit, 
which you now cal] mass-finance. 
We still must call ours ‘class- 
finance’.”’ 

France, at the time of Louis 
Durand, took up the idea of 
small loans, favoring the Raiff- 
eisen plan. Today the many 
institutions there are closely 
affiliated with the church. The 
purpose of loans is closely in- 
vestigated and loose borrowing 
is rare. “If Monsieur Pereau 
needs new tools in his shop,” 
says M. De Bussi, a Parisian 
Personal Banker, “‘we believe 
it is a justified loan. There are 
many loans asked that are not 
granted —I would say we do not 


make 50 per cent that come to us, 
although most of our borrowers are 
reliable people known to us for years.” 

Spain, Portugal, Egypt, Argentine, 
Belgium (there closely controlled by 
the Catholic Church), Holland, Hun- 
gary, Serbia and other nations besides 
those shown on our illustration, took 
up either Schulze or Raiffeisen plans 
of personal finance with expanding 
success. Even India felt the urge, but, 
teeming with usurers, the government 
has now taken over all operation of co- 
operative credit, without pay. 

In 1885, Alphonse Desjardnes of 
Levis, in the Province of Quebec, 
heard of personal finance. In 1900, he 
had the business started, from which 
news filtered south across the border. 
Mr. Edward A. Filene, famous for his 
theory of “‘Companionate Prosperity” 
wherein the master of production is 
shown as dependent on the prosperity 
of the wage-earner, was instrumental 
in having the first credit union law 
enacted in Massachusetts in 1909. 

However, 102 years before that date 
American merchants had shown their 
creative genius by twisting the theory 
of small loans around to what they 
called installment sales. Mr. Ludwig 
Bauman, as well as other furniture 
dealers, such as Cowperthwait & Sons, 
New York City, Barclay & Sons, and 
Julius Merwin, in 1807, or shortly after- 
ward, advertised home furnishings at 
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50 per cent down. This was soon 
lowered to 30 per cent and eventually 
to the “‘dollar-down and dollar-a-week”’ 
of today. Until 1910, the installment 
idea was applied to most products, 
whether luxuries ornecessities, although 
household equipment headed the list. 
In that year the demand for auto- 
mobiles had become sufficiently general 
to force dealers into deferred selling, 
which opened the way for the birth of 
automobile finance. 

“It was not until 1913,” says Evans 
Clark, Director of the Twentieth 
Century Fund, “‘that the first concern 
began to buy installment paper in the 
automobile business—L. F. Weaver 
of San Francisco . . In 1922, only 
six years later, some 1,000 companies 
were dealing in automobile paper, and 
by 1925, the number had grown to 
1,600, which handled two-thirds of the 
purchases of cars In 1926, a 
survey made by the National Associa- 
tion of Finance Companies showed that 
573 firms were then doing a business 
of $3,322,234 a year. This was esti- 
mated to be 85 per cent of the total 
installment selling at the time.” 

Installment buying of cars is also 
on the increase abroad. Opal auto- 
mobiles and trucks are manufactured 
in Germany and sold on deferred pay- 
ments in that and neighboring states. 
Similarly Vauxhall cars are merchan- 
dised and financed in England, our 
own General Motors Acceptance 
Corporation carrying a share of 
this paper. More than 1,000 
American engineers have recently 
sailed for Russia under contract 
with that government to super- 
vise the erection of modern in- 
dustrial plants and the introduc- 
tion of labor-saving machinery, 
such as tractors and threshers. 
In this movement we see the 
further spread of installment 
merchandising. 


REDIT unions, people’s 

banks, pawnshops and a 
limited number of chattel 
agencies, operate in most world 
centers. Sometimes it is neces- 
sary to go into dusky basement 
quarters and garret-offices to 
find them, but they are definitely 
there, and because of their in- 
ternational expansion, many 
thousands are now enabled to 
obtain funds for emergencies or 
constructive purposes at gradu- 
ally lowering rates. 

Here and abroad, personal 
finance is in its infancy. It has, 
perhaps, not developed to a 
place where some of its greatest 
advantages or disadvantages 
can be seen. Seeking the ad- 
vice of European bankers, who 
have specialized in it for the 
longest period, we learn that 

(Centinued on page 42) 
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”C) Jhen a Safe-Box Holder Dies 


HILE Minnesota has no statute 

governing operation of safe 

deposit vaults, its inheritance 
tax laws forbid delivery or transfer of 
assets in a safe deposit box of a decedent 
who was a resident of the state, until 
their inventorying by the county 
treasurer. This has led banks and 
trust companies to formulate rules for 
opening decedents’ boxes to enable 
the county treasurer to make his 
examination and, at the same time, 
accommodating members of the family 
or other representatives. 

Illustrative of the practice in 
Minneapolis regarding such boxes is 
the procedure observed by the First 
Minneapolis Trust Company. Rules 
for the guidance of its safe deposit 
department have been worked out by 
William J. Stevenson, vice-president 
and trust officer, a former assistant 
attorney general of Minnesota in 
charge of inheritance tax matters. 

“The relation between the company 
and the lessee of a safe deposit box 
is one of contract,’ Mr. Stevenson 
pointed out, when asked to explain 
how decedents’ boxes were dealt with 
at the First Minneapolis Trust, ‘‘and 
the terms of the written document 
must govern. As death of a lessee 


cBy Thomas J. Malone 


terminates all powers of attorney 
granted by him and the rights of all 
persons claiming the right of access 
by virtue of any authority derived 
from him, a wife, mother, son, or 
daughter named as a deputy by a 
lessee of a box ceases to be such upon 
his death. 

“The personal representative, that 
is, the administrator or executor, of a 
Minnesota resident succeeds to the 
lessee’s right of access to the box. 
When the county treasurer has made 
his inventory, the box thereafter is 





The Minnesota Law On 
Decedents’ Boxes 


“No safe-deposit company, bank 
or other institution, person or persons 
holding securities or assets of a 
decedent, shall deliver or transfer 
the same to the executors, adminis- 
trators, or legal representatives of 
said decedent, or upon their order or 
request, unless notice of the time and 
place of such intended transfer be 
served upon the county treasurer, 
personally or by representative, to 
examine said securities at the time 
of such delivery or transfer.” 


Mason’s MINNESOTA STATUTES, 1927, 
CHAPTER 11, SECTION 2303, 
p, 555. 








under the absolute control of such 
executor or administrator who succeeds 
to all the exclusive rights of the 
deceased lessee. 

“If the box is one that was held in 
joint tenancy, the death of one joint 
tenant prevents the other joint tenant 
from opening it until after the county 
treasurer’s inventory of its contents. 
After the inventory, the surviving 
joint tenant has the same right of 
access that he had when the other 
tenant was living. It would be prudent 
practice, however, to permit a sur- 
viving tenant access to the box only 
for the purpose of making deposits 
and not withdrawals until the box has 
been surrendered to the decedent’s 
representative, or that representative’s 
consent is otherwise expressed. That 
would mean that the vault custodian 
would have to be present during all 
the time that the box was open.” 

In theory, the county treasurer’s 
inventory is to be made when the 
executor or administrator appointed 
by the probate court of the county 
requests it. Actually, inventories are 
more often made in advance of such 
appointment. For various reasons, 
largely the convenience of family or 
other proper representatives of the 
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decedent, there has evolved a practice of 
informally notifying the county treas- 
urer of the desire to have the box 
opened before the probate court has 
acted. Safety deposit custodians and 
the county treasurer have worked out 
a co-operative arrangement whereby 
this situation is met with the least 
possible friction and the greatest degree 
of accommodation. 

Before any appointment of executor 
or administrator by the court, access 
to the box may be given to the county 
treasurer for inventory purposes 
in these cases: 


(a)—When a person nominated 
as executor in what purports to be 
the decedent’s last will, produces 
the instrument and a key to the box, 
and asks that inventory be made. 

(6)—When, no will having been 
found, the widow or next of kin 
produces a key with a request for 
inventory. 

(c)—When, in the absence of a 
will, a written order from the widow 
or next of kin, neither being present, 
directs the company to allow a 
specified person, in possession of a 
box key, to act as representative 
at an inventory. 

After an inventory is made in 
any of the foregoing cases, the 
box is sealed and no further 
access given except to a surviv- 
ing joint tenant as already 
stated, until the executor pro- 
duces a certified copy of his 
letters testamentary. Vault cus- 
todians are expected, of course, 
to exercise care to make sure 
that persons desiring inventory 
of a box have proper authority 
and credentials. The procedure 
as outlined embodies the general 
rules, which are subject to 
occasional exception in extreme 
cases, and are not all-inclusive, 
but there is no exception to 
the inventorying by the county 
treasurer. 

All this may be more formid- 
able in statement than in practice. 
Inventories, as a matter of fact, are 
arranged for and made with little 
formality, delay or officiousness. 

Mrs. Brown, widow of the decedent, 
known to the vault custodian, calls 
with the box keys. She seeks entrance 
to the box. No, no will has been 
found. She was her husband’s deputy 
in his life, and has no thought but 
that she continues to have right of 
access. She knows nothing about the 
requirement for inventory. 

Here is a fine chance to create a 
tense situation. A little tact on the 
custodian’s part will save the day. 
Mrs. Brown is told of the law. A tele- 
phone call to the county treasurer 
brings a representative to the vaults 
within fifteen or twenty minutes. The 
contents are listed. It may take only 
a few minutes. Nobody hurt yet. 
But Mrs. Brown wants to take away 


certain of the contents of that box — 
a life insurance policy, perhaps a 
certificate of deposit payable to her 
and her husband jointly, “either or 
the survivor,” some currency. May 
she do it? 

The question suggests the broader 
one, whether anything whatever may 
be taken from the box and, if so, by 
whom and on whose authority. Let 
Mr. Stevenson answer. 

“In all cases, the custodian of the 
vaults is the person who shall determine 





William J. Stevenson 


what, if anything, shall be removed 
from the box at the time inventory is 
made. Heshould keep in mind that the 
entire contents of the box are subject 
to the exclusive control of the executor 
or administrator appointed by the 
probate court of the county. Neither 
the county treasurer nor anyone else 
other than such duly appointed, quali- 
fied and acting executor or adminis- 
trator, has the right to take anything 
out of the box at the inventory. The 
county treasurer has no dominion over 
the box nor any authority as to what 
should be done with any of its contents. 

“It is within the discretion of the 
vault custodian to permit delivery of 
certain of the contents of the box. If 
an instrument purporting to be the 
decedent’s last will is found in the box, 
the custodian may allow the person 
named in it as executor to take the 
will, if that person is present at the 
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inventory. If he is not present, the 
custodian should offer to see that the 
will is delivered to the judge of pro- 
bate. It should not be given to any- 
one else. 

“Also, the custodian may, in his 
judgment, permit delivery to the 
specified persons of any insurance 
policies upon the decedent’s life which 
are payable to individuals named as 
beneficiaries.” 

Sometimes the decedent’s box is not 
the kind that can be inventoried in a 
few minutes. The examination 
may require hours. It is then 
the practice at the First Min- 
neapolis Trust, as a matter of 
convenience to the county 
treasurer and at the request 
of the vault custodian, for the 
trust department to furnish a 
representative and a_ stenog- 
rapher to supervise the opening 
of the box and to safeguard the 
interests of the company, such 
representative to be present all 
the time the box is open. 


HAT has been set forth 

does not apply to safe de- 
posit boxes of decedents who 
were not residents of Minnesota. 
Such boxes are under the juris- 
diction of the attorney-general, 
and other rules apply to them. 
At times they may be centers 
of controversy over what con- 
stitutes “residence.” 

There was the case some years 
ago of Charles G. Gates, multi- 
millionaire, who died soon after 
marrying a wife in Minneapolis 
and building a million dollar 
dwelling there. Minnesota in- 
heritance-tax authorities held 
him a resident of the state. 
Connections in the East con- 
tended he was a resident of New 
York. Investigation disclosed 
that Gates, in his travels over 
the country within months of his death, 
had registered at hotels, variously, as 
of New York, Minneapolis, and Beau- 
mont, Texas. A Minnesota investi- 
gator got possession of a hotel register 
bearing his signature with a Minneapo- 
lis registration, and put it under lock 
and key. The case was compromised, 
so the issue never came to court. 

With all the emphasis in recent 
years on the wisdom of one’s making a 
will, there has been little said, and no 
agreement, as to what should be done 
with the instrument once it is drawn. 
Where shall the will be kept —stored 
for safety and, an important considera- 
tion, for accessibility to the proper 
persons after the maker’s death? 

In Mr. Stevenson’s opinion, a will 
should not be kept in the maker’s 
safe deposit box. “Access to a will, 
if there is one, should be prompt,” he 
commented. “A will may contain 


(Continued on page 45) 
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© he Trust C ompany 


in Canada — 


The History and Functions of 
These “Department Stores of 


Finance,’ Compared With Their 
Counterparts in United States 


cBy C. P. C. Downman 


r ARUST companies in Canada 
differ from those in the United 
States in that they are not part 

and parcel of the banking system. In 

fact, until very recent years, they were 
not regarded as financial institutions in 
the accepted banking sense of the 
term. Today, however, they have 
been referred to, and not without 
reason, as the “Departmental Stores 
of Finance,” and play an important part 
in the financial life of the Dominion. 

The Canadian trust company is a 
trust company pure and simple, its 
business being essentially a trust and 
agency or administrative business, for 
it is not permitted to engage in 
commercial banking, to discount com- 
mercial paper, or to deal in foreign 
exchange, drafts and acceptances as 
are trust companies in the United 
States. 

The first trust company was estab- 
lished in Canada in 1882, so that their 
history dates back a little less than 
fifty years, and it is only during the 
past twenty-five years that they have 
developed to a place of outstanding 
national importance in the business 
life of the Dominion. Today, there 
are sixty-nine trust companies, exclu- 
sive of loan companies, with total assets 
in excess of $2,000,000,000. Another 
difference between the Canadian and 
the American trust company is that 
several of the larger Canadian con- 
cerns have branches in the more impor- 
tant centers across the country and in 
one or two instances abroad, while 
others are of a purely local character. 

Canadian trust companies have a 
total of some ninety branches, many 
of which are the result of amalgama- 
tions which are permitted between 
trust companies by both Dominion 
and Provincial legislation. 


Two decades ago the Canadian 


trust company derived practi- 
cally its entire revenue from 
acting as executor 
and administrator, 
and while these func- 
tions still represent 
perhaps the most im- 
portant among its 
enlarged activities, 
its business has ex- 
panded and devel- 
oped in other direc- 
tions with the in- 
creasing demands 
and needs of business 
and individuals. 

Canadian trust 
companies fall into 
two categories— 
those that operate under Dominion 
charter and those that have Provincial 
licenses. Incorporation of a trust com- 
pany does not alone permit it to 
commence business with the public, 
but under both Dominion and Pro- 
vincial laws a license is necessary and 
in the majority of cases this must be 
renewed annually, the authorities there- 
by having effective control of the 
company. 

Atrust company may be incorporated 
under the Dominion law before the 
required minimum capital has been 
subscribed but it cannot commence 
business until it has been granted a 
license by the Minister of Finance, 
which has to be renewed annually. 
Under the Trust Company Acts of 
Ontario, Quebec and some other prov- 
inces, a trust company cannot be in- 
corporated until the minimum capital 
subscriptions have been met and 
yearly registration is required, while 
in Nova Scotia, New Brunswick, 
Saskatchewan and Alberta, no annual 
registration or license is demanded. 
But in all provinces, both Provincial 
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Montreal Trust Company, Head Office, Montreal 


and Dominion, licensed companies 
operating branches within the province 
must register. 

At the present time all the provinces, 
with the exception of Prince Edward 
Island, have trust company legislation 
but particularly in the case of New 
Brunswick, Manitoba and Alberta is 
this still in a formative stage. Perhaps 
it would be as well to look for a moment 
at the facilities granted a Canadian 
trust company operating under a 
Dominion charter. 


Such a company is permitted to: 


(a) Receive money in trust for the 
purposes herein specified, and invest and 
accumulate it at such lawful rates of interest 
as may be obtained therefor; 

(b) Accept and execute all such trusts 
of every description and nature as are 
entrusted to it by any government or 
person, or committed or transferred to it 
by the order of a judge or by the order, 
judgment, or decree of any court in Canada 
or elsewhere; 

(c) Assume the offices of executor, 
administrator, trustee, accountant, arbi- 
trator, adjustor, auditor, receiver, assignee, 
liquidator, sequestrator, official guardian, 
guardian, tutor or curator, judicial advisor 
of committee of a lunatic, and perform the 
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duties of such offices or trusts as fully and 
completely as any person so appointed 
could do; 

(d) Receive and oe any sinking 
fund on such terms as may be agreed upon; 
take, hold, and accept by grant, assign- 
ment, transfer, deed, will, devise, bequest, 
or otherwise, any real or personal estate 
upon any lawful trusts, and perform and 
execute them according to the terms and 
for the purposes declared, established, or 
agreed upon; accept from and execute 
trusts for married women in respect of their 
separate property, real or personal, and 
act as agent for them in the management 
of such separate property; 

(e) Guarantee repayment of the princi- 
pal or payment of the interest, or both, of 
any moneys entrusted to the company for 
investment, on such terms and conditions 
as are agreed upon; 

(f) Act as eo countersigning, 
registering, or otherwise ascertaining and 
certifying to the genuineness of any issue 
of stocks, bonds, debentures, or other 
securities for money of any government, 
municipal, or other corporate body duly 
authorized to issue and make the said issue, 
and hold the said securities as agent 
or trustee; and act generally as fiscal 


usual and customary charges, costs, and 
expenses; 

(k) Receive money on deposit in trust 
and allow interest thereon from the time of 
deposit at such rate as may be agreed upon 
and advance moneys to protect any estate, 
trust, or property entrusted to it as afore- 
said, and charge lawful interest upon any 
such advances, but nothing herein shall be 
held either to restrict or to extend the 
powers of the company as trustee or agent 
under the terms of any trust or agency that 
may be conferred upon it; 

(1) Take securities of such nature as 
are deemed expedient for any moneys 
owing to the company; and 

(m) Hold real estate which, having been 
mortgaged or hypothecated to it, is ac- 
quired by it for the protection of its invest- 
ments or which is acquired by it in satis- 
faction, in whole or in part, of any debt due 
to itself, and from time to time sell, mort- 
gage, lease, or otherwise dispose thereof; 
but the company shall sell any real estate 
so acquired by it, other than as trustee or 
in an official capacity, within seven years 
after such acquisition, unless such time is 
extended by order of the governor in 
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council, otherwise such real estate shall 
revert to His Majesty for the use of Canada. 


The first trust company to be 
established in Canada is said to have 
been the Toronto General Trusts 
Corporation in 1872, by special Act of 
the Ontario Legislature, which, how- 
ever, was not put into operation until 
ten years later. Several loan com- 
panies, which were in business at that 
time, were later converted into trust 
companies. In the following years a 
number of other trust companies came 
into being, including the Imperial 
Trust Company of Toronto in 1887, 
the MontrealTrust in 1889, the Eastern 
Trust of Halifax in 1893. The National 
Trust of Toronto, which is national in 
name as well as in character, and the 
largest of Canadian trust companies, 
was not founded until 1898, with three 
million of both capital and reserve. 

Under Dominion law a charter 





or other agent for any such govern- 
ment or corporate body; 

(g) Act as agent or attorney for 
winding up estates, receiving or col- 
lecting any principal, interest, rents, 
coupons, mortgages, debts, deben- 
tures, or other securities or evidences 
of debt or demands of any nature, 
and in the sale or purchase of any 
real or personal property, and gener- 
ally act in all matters in the nature 
of a trust or general agency; 

(h) Become custodian, on such 
terms as are agreed upon, of any 
_jewelry, plate, and other valuable 
property, and of papers, documents, 
deeds, wills, debentures, and other 
evidence of title and indebtedness; 

(i) Act as investing and manag- 
ing agent of estates and properties 
for and on behalf of executors, ad- 
ministrators, and trustees or other 
persons; 

(J) Receive and collect such re- 
muneration for its services as is 
agreed upon or as fixed or allowed 
from time to time by law, and all 
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The largest of them, the 
National Trust Company, 
Head Office, Toronto 





On the left is Head 
Office of Toronto 
General Trusts, To- 
ronto, and, on the 
right, Head Office 
of the Royal Trust 
Company,Montreal 








is not granted to a trust com- 
pany until $250,000 of capital 
has been subscribed and of which 
$100,000 has been paid in. The 
amount of capital required varies 
with each province, although 
they all adhere fairly closely to 
the federal figures. There are 
fifteen companies that have paid- 
up capital of a million and over. 


OF the total of over sixty 

Canadian trust companies, 
there are only twenty-five that 
have Dominion charters and for 
this reason it is difficult to 
obtain accurate and up-to-date 
statistics. The latest figures 
available are those issued from 
Ottawa up to the end of Nov- 
ember, 1930, and show the 
assets for Provincial as well as 
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Dominion licensed trust compdnies as 
follows: 


— ASSETS — 
Provincial Dominion 
Companies Companies Total 
Company 
Funds....... $ 66,601,357 $ 14,669,497 $ 81,270,854 
Guaranteed 
eee 118,096,090 24,465,263 142,561,353 


Estates, Trusts 
and Agency 
Se 1,626,024,109 210,005,726 1,836,029,835 





$1,810,721,556 $249,140,486 $2,059,862,042 


While generally the Canadian trust 
company is an independent concern, 
there are a few that are not altogether 
divorced from the banks. These are very 
closely associated with one or other of 
the chartered banks or loan corpora- 
tions through interlocking or partly 
interlocking directorates. This does 
not mean that the trust company is 
controlled by the bank but the arrange- 
ment between bank and trust company 
is of mutual business advantage. 

Only, perhaps, in one particular, 
does the trust company infringe in any 
way on the business of Canadian banks 
and that is in their savings depart- 
ments. Under their charters they 
are permitted to do a deposit business 
with checking privileges, their checks 
being accepted on the same basis as 
any bank check, with the exception 
that trust companies are not members 
of the Clearing House and their checks, 
therefore, must be cleared through a 
chartered bank. The rate of interest 
paid by trust companies, while higher 
than that paid by the regular banks 
on savings, is the same as paid by the 
Canadian loan companies —4 per cent 
and 5 per cent. 

Canadian trust companies also re- 
ceive money for guaranteed investment 
repayable after an agreed period and 
against such deposits they issue invest- 
ment certificates which have the 
appearance of a debenture or bond. 

There are three kinds of funds 
held by Canadian trust companies — 
Company Funds, Guaranteed Funds, 
and Estate Trust and Agency Funds. 
This is speaking in a broad sense only 
and is dependent largely upon the 
size and business of the specific com- 
pany and is subject to the internal 
organization of each company. 

In some of the larger companies 
there are departments such as the 
Estates Department, Corporate Trust 
Department, Transfer Department, 
Savings and Vault Department. etc., 
which we shall describe a little later 
when we come to look more closely 
into this internal organization. 

In the recent annual balance sheet 
of one of the larger Canadian trust 
companies we find listed under the 
heading of Capital Account or Com- 
pany Funds such items as office prem- 
ises and safe deposit vaults: real 
estate held for sale under mortgage 
foreclosure, rents due and accrued 
and mortgages, loans on bonds and 
stocks, securities and stocks. Speaking 


broadly, then, “Company Funds’ are 
derived principally from the capital 
and accumulated reserves of the com- 
pany and are invested in the form of 
loans and in securities. 

Under the heading of ‘“Guaran- 
teed Funds” or ‘Guaranteed Trust 
Account,” as it is sometimes called, 
we find again such items as mortgages, 
loans on stocks and bonds and securi- 
ties. These funds are made up prin- 
cipally of trust deposits and general 
and specific investment receipts which 
are invested to upwards of 80 per cent 
in mortgage and collateral loans, while 
investments in securities account for 
less than 15 per cent. 

Funds and investments are the only 
two items listed under the third section 
called ‘“‘Estates Trusts and Agency 
Funds or Account.” The source of 
these funds comes mainly through 
wills, administration and living trusts 
arising out of the settlement of estates. 
Agency Funds are not usually included 
unless they involve responsibility as 
trustee. As has been said previously, 
this latter classification, Estates ‘Trusts 
and Agency Funds, provide the greater 
portion of the business of the Canadian 
trust company, which in the case of 
the largest Canadian trust company 
amount to over $235,000,000 out of 
total assets of over $262,000,000. 


"THE component parts of a Canadian 

trust company, which, of course, vary 
with the size and business handled by 
the company, comprise first the Estates 
Department, which handles all forms 
of property, real and personal, under 
individual trusteeship and also dis- 
charges the duties of transfer as dis- 
tinct from corporate trusteeship. 

The Corporate Trust Department 
handles all trusteeships for corpora- 
tions, acting as trustee for bond issues, 
receiver liquidator, trustee in bank- 
ruptcy, escrow agent, etc. 

The Transfer or Stock Transfer 
Department acts as the transfer agent 
or registrar for the shares of incorpo- 
rated companies, the disbursement of 
dividends, etc. The usual practice, 
however, under the requirements of the 
standard stock exchanges, is for a 
corporation to use separate companies 
for registration and transfer and pay- 
ment of dividends. In Canada, it has 
been found more economical, even for 
very large corporations, to turn over 
the transfer and registration of stock 
issues to a trust company which is 
highly organized and specialized in 
this work. The earnings of the Trans- 
fer Department are not regular and 
naturally depend to a very large extent 
upon market conditions and the flota- 
tion of new stock issues. 

The minimum annual fee charged 
for the stock transfer agency is $550 
for 500 accounts or less, including the 
issue of certificates, 50 cents being 
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charged for each additional account 
and 25 cents for each additional certifi- 
cate issued. For registrarship the 
minimum annual fee is $250 for 500 
registrations or less, with 15 cents being 
charged for each additional registra- 
tion. The tremendous amount of 
highly specialized work involved in 
this department can readily be appre- 
ciated when it is stated that every day 
the stock exchanges are open, batches 
of stock certificates pour into the 
trust companies from the brokers for 
cancellation and the issuance and 
registration of new certificates. 

Then there are the Savings Depart- 
ments, the Real Estate, Mortgage 
Loan, Bond and Insurance Depart- 
ment, the Investment Department, 
which looks after and invests the 
clients’ and company funds, and the 
Vault and Safe Deposit Department. 

One has only to consider the tremen- 
dous development of Canadian trust 
companies over the past twenty-five 
years to gain some picture of their 
future growth, which, like all other 
Canadian institutions, is bound up 
inseparably with the growth and 
advancement of the Dominion. The 
following figures for the ten-year period 
from 1921 to 1930 give an indication 
of what has been accomplished in more 
recent years with some idea of what 
the future may hold. 


1921 1930 


Trust Companies in Canada... 4h 69 

Trust Companies, Total As- 

EEE FEF PR ee. $1,291,000,000 $2,065,000,000 
Trust Companies’ Estates 

Under Administration...... 1,112,000,000 1,852,000,000 





While the foregoing is of necessity a 
somewhat brief and sketchy outline of 
the operations of trust companies in 
Canada, yet sufficient has probably 
been written to mark the main differ- 
ences between American and Canadian 
companies. 


The Nebraska Form 


[F X gives a promissory note or check 
to “Y or order,” the document is 
negotiable, and may be endorsed by Y 
and collected by the holder. If it is 
made payable to “Y only”’ the law is 
equally plain that the document is not 
transferable by endorsement alone. 

Suppose, however, that the note or 
check form says “‘to the order of,” X 
fills in ““Y only,” so that the paper is 
payable to order according to the 
printed part, and to Y alone, as far as 
the written part is concerned. Is the 
document negotiable? 

The Supreme Court of Nebraska 
dealt with a similar note (in 166 N. W. 
559), and ruled that the note was non- 
negotiable, applying the familiar rule 
that when there is a conflict between 
the written and printed portions of a 


document, the writing will prevail. — 
M. L. H. 
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i Balance Sheet for Branches 


By Arthur J. Linn 


Comptroller, Federal-American National Bank and Trust Company, Washington, D. C. 


HE delays and lost motion in the 
preparation of the daily statement 
of condition in many banks with 
branches were forcefully brought home 
to the officers of the Federal-American 
National Bank of Washington at the 
time it consolidated with the Mer- 
chants Bank and Trust Company of 
the same city. For months before 
consolidation, every phase of the ac- 
counting methods of both institutions 
was given the most careful scrutiny. 
Every idea that would promote simpli- 
fication, give better control, eliminate 
duplication or reduce costs was con- 
sidered by a committee of officers. 
When the daily statement was 


reached, and it was among the first 
items on the schedule, an investigation 
of the statements in use in other banks 
with branches showed that in many 
instances there was considerable dupli- 





cation. Certain banks used expensive 
specially ruled and printed bound 
books, which were manufactured 
months in advance and of course were 
inflexible as far as the opening of new 
branches was concerned. In all cases 
there appeared to be a needless copying 
of branch office statements, both in 
the branch and later in the main office 
where the statements were brought 
together and consolidated. 

Another and quite serious objection 
to the generally accepted form was the 
size and bulk of the finished product, 
the consolidated statement of condi- 
tion. In the systems that came under 
our observation, the resources and 
liabilities of the branches were spread 
on to a sheet in parallel columns, and 
after allowing for columns for inter- 
branch account eliminations the result 
was a big, unwieldy sheet —too large 


for convenience at executive’s desk. 

Our auditing department set about 
to overcome these objections, with the 
result that from the day of consolida- 
tion our branch office statements have 
been completed at one writing and the 
consolidated balance sheet, supported 
by branch office and main office state- 
ments, has been on the president’s 
desk not later than eleven o’clock of 
the day following the date of statement. 

First there was that important 
detail of the manufacture of the forms. 
In this system, ruling, printing, trim- 
ming and punching had to be ezact. 
It will be noted that ali the forms 
collate exactly as to spacing and 
printed account titles. The branch 
office statements are printed on light 
weight bond, each branch having a 
distinctive color. These forms are 
padded at the top for convenient 
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handling and perfect registration. The 
paper stock should be light enough for 
the bookkeeper to make a good carbon 
copy by using pencil carbon and an 
“ink pencil.” The carbon copy is 
retained by the branch manager and 
the signed original is sent to the main 
office in a special envelope by mes- 
senger or by mail, depending on the 
location of the branch. The important 
thing is to get them into the hands of 
the main office general bookkeeper 
by first mail time the next morning. 

The main office statement form is 
printed on substantial weight white 
ledger stock. As no copy of this state- 
ment is made, the extra weight of the 
ledger paper gives body to the daily 
set of statements after they are finally 
stitched together. 

It will be noted that the accounts on 
the main office statement are in the 
same order as the report of condition 
to the Comptroller of the Currency. 
The left-hand column on this form 
contains the main office statement 
“per books.” ‘The right-hand column, 
which is always in sight, contains the 
consolidated statement, the accounts 
“Due to and from Branches” and 
“Due to and from Main Office” being 
eliminated in the block provided for 


that purpose on the reverse side of the 
statement. The result of this elimina- 
tion is an exact statement of resources 
and liabilities every day, the contingent 
liabilities being shown as a foot note to 
the balance sheet. 

Sub-totals are written in green ink 
on all of the statements. This empha- 
sizes daily the important facts of total 
loans, total bonds and securities, total 
fixed assets, total cash and reserves, 
and total deposits at each location and 
for the institution as a whole. 


HESE daily sets are not fastened to- 

gether until averages are ascertained 
at the end of each month. The time 
necessary to arrive at significant aver- 
ages is materially lessened by sorting 
the statements by branches at the 
close of each month’s business, after 
which they are again collected into 
original sets and stapled together. 

Briefly, the more noticeable advan- 
tages of this statement system are: 

1 —Flexibility. Branch locations can 
be opened or closed without disturbing 
this feature of the accounting other 
than adding or eliminating a branch 
office sheet. 

2—Easy comparison. With the ac- 
count balances and sub-totals of all 
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locations always in sight, the relation 
of any part of the business to any other 
part or to the whole is readily ascer- 
tained. 

3—One operation. General ledger 
account balances are written in one 
place once. Changes or errors are 
thereby minimized. 

4—Convenience. The over-all size, 
1634 x 8, is easy to handle and the 
statement book takes up a relatively 
small desk space. 

5—Economy. From a dollars and 
cents standpoint, the use of these small 
sheets constitutes a considerable sav- 
ing. Considering the time of rather 
high-priced employees, the saving is 
more substantial. 

6 — Reliability. The easy elimination 
of inter-branch accounts affords a true 
picture of the status of the bank daily. 
Preliminary investigation brought out 
that some banks carry these accounts 
in their statements indefinitely, thereby 
inflating their totals by the amount of 
the balances. 

The reserve computation printed on 
the reverse of the consolidated state- 
ment is the Federal Reserve form. It 
was found desirable to make this a 
permanent record and the statement 
seemed to be the logical place for it. 


Lsest They Forget—Their “Specs” 


OU’VE heard of the salesman 
who, after having won or tired 
the prospect into an acquiescent 

mood, lost the sale because he had no 
ink in his fountain pen with which the 
prospect was to sign on the dotted line. 

Well, no such exasperating situation 
will be allowed to interfere with a 
possible new account at the Cleveland 
Trust Company, for at that bank they 
have a service that forestalls any such 
eventuality. 

Now when you mention the word 
service to the average bank comptroller 
these days, he literally sees red. That’s 
because most bank customers and 
many banks themselves have abused 
that word. What sins are committed 
in thy name, oh Service! Railroad 
reservations, hotel reservations, care 
of infants—practically every social 
service—has been included in the 
banking phrase. 

One of the most frequent complica- 
tions which the new account teller runs 
into, is the new customer who, when 
asked to sign a signature card, discovers 
that he has left his glasses at home. 

Now the Cleveland Trust Company 
specializes in conservation. And so, 
it is not strange that the new accounts 
department at the main office of the 
company should have accumulated 
in its time, a fine collection of nose 


glasses, spectacles, pince-nez, of all 
sizes, shapes, antiquity and utility. 
The lenses cover a variety of optical 
ailments, from myopia to astigmatism. 

These glasses have been accumulated 
over a period of years through the 
absent-mindedness of other customers. 
They have been held for claimants and 
in the interim, have been offered for 
use to equally absent-minded clients 
who are just opening accounts. 
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And so, here is a new service the bank 
does not advertise but offers magnani- 
mously when occasion demands. 

In one instance, before the collection 
had become so large, one of the new 
account tellers purchased a pair of 
glasses at the 5c and 10c store for just 
such emergencies. 

The process of selection of the proper 
glasses is not at all like the process of 
the optician. Neither time nor facilities 
permit the teller to expound the 
formula “read the row of letters at the 
bottom of the chart, please” or “‘is the 
little red line horizontal or vertical?” 
Nor can he dilate the pupils of the 
client’s eyes for more intensive exami- 
nation. Besides the bank is not the 
oculist’s competitor. 


BUT quickly to widen or intensify 

the field of vision, the teller reaches 
for the lucky glasses and, by the simple 
process of elimination, selects a helpful 
pair. It has been found that the old- 
fashioned silver-rimmed pair at the 
left of the photograph are the ones that 
satisfy the requirements of the major- 
ity of people. We have not attempted 
to determine the degree of correction 
of each pair of glasses, however. 

And so the eyes have it —and if they 
haven’t, the bank has eyeglasses for 
them. —J. J. S. 
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PART VIII 


THE BURROUGHS 


© fre Facts in Bank Management 


Policies, Personnel, Control and Rules 
Determined by the Factors of Operation 


cBy John J. Driscoll, Jr.,C. P. A. 


HE term management as applied 
to banking or any other type of 


enterprise fundamentally may be 
said to consist of 


POLICIES 
PERSONNEL 
CONTROL 


and the degree to which these three 
factors are developed depends upon the 
quality of our management, its effec- 
tiveness and its accomplishments. 


Policies 


While it is true that those policies 
‘ considered as sound in banking have 
been developed and determined, it is 
still a major problem to convince the 
individual management of many banks 
that these policies are sound and proper 
and that they should be followed. 
Apparently, fear is the strongest ele- 
ment that withholds bank management 
from employing those policies that are 
known to be desirable. This may be 
fear of competition which is un- 
doubtedly a very strong motivating 
force in banking. It may be fear of 
loss of deposits or it may 
be fear that certain policies 
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out of ten banks, but, without ques- 
tion, it develops the soundest type of 
bank with a very high earning power 
and a high degree of service to its 
customers and the community. 

Second, there is another type of 
management whose policies consciously 
or unconsciously are determined for 
it by its competitors. This type of 
management if it does have facts, 
refuses either to use them or face them. 
It is the type of bank, when considering 
a policy, first asks: What is my com- 
petitor doing? What is he going to do? 
Can I get him to do what I know I 
should do? And usually if these ques- 
tions cannot be answered satisfactorily, 
the policy is then discarded — primarily 
because of fear of competition and an 
unwillingness to face facts. This type 
of management will be found to exist 
in greater or less degree in about eight 
out of ten banks and invariably does 
not produce as sound a bank nor one 
with as good earning power as the first 
type discussed. 

The final group comprises those 
banks whose management is solely and 


entirely concerned with what its cus- 
tomers may think. It is not a question 
of whether a policy is sound banking 
and proper of application but rather a 
question of whether someone might 
object or become offended if we do the 
thing we know we should do. This 
type of management proceeds without 
a knowledge of facts, usually coupled 
with a desire not to know them because 
they may not fit in with the precon- 
ceived ideas of banking it has used, 
usually founded at best on guesses or 
hunches. Fortunately, this type of 
bank management does not constitute 
more than one out of ten banks. It is 
the type of management that does not 
produce a sound bank and usually pro- 
duces a very low or materially im- 
paired earning power. It isin this group 
that the great majority of bank failures 
have occurred in the last few years. 
Throughout these articles we have 
constantly emphasized and discussed 
the use of facts by the management of a 
bank. It follows that facts, accurate 
facts, are necessary to the determina- 
tion of sound policies and likewise to 
the determination of stand- 





will not be properly under- 
stood by the public, a 
bank’s customers or a 
bank’s employees. 

The degree with which 
policies have been de- 
veloped and adopted by 
banks has caused us to 
group the management of 
banks into three classes. 

First, that type of man- 
agement that has the 
courage to enforce a policy 
after it has been deter- 
mined to be a proper one 
and that arrives at this de- 
cision with a full knowledge 
of all the facts involved 
and the consequences 
of their application. Un- 
fortunately, this type of 
management is found to 
exist in only about one 





HIS is the concluding installment 

of Mr. Driscoll’s series of articles 
on bank management, appearing in the 
issues of November, 1930, to June, 1931, 
inclusive. The foregoing numbers dis- 
cussed (I) Fundamentals, (II) Earning 
Power, (III) Analysis of Accounts, 
(IV )The Savings Profits,(V ) Trust De- 
partment, Safe Deposit and Invested 
Capital, (VI) Commercial Depart- 
ment and Note Circulation and 
(VII) Budgeting Income and Expense. 


ards of accomplishment 
which are the gauge by 
which management is 
measured. 

Policies must. cover 
numerous things in bank- 
ing, but primarily may be 
said to involve: 


1st —A definite procedure in 
securing new business, 
building the resources 
of a bank and serving 
the public. 

2nd—A definite plan for the 
investment of a bank's 
funds in loans, securi- 
ties, etc., and the safe- 
guarding of them after 
they are invested. 

3rd—The production of an 
earning power commen- 
surate with the volume 
of business handled, the 
money invested by the 
stockholders and_ the 
risks and liabilities that 








must be assumed. 
(Continued on page 28) 
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Ay you need to know 


about investment trusts 
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Every one is interested in trust shares these days. 
Every one wants the facts about the different issues 
offered the public. And every one, it seems, expects 


his banker to give him these facts. 


Here in this volume is all the necessary information at 
your finger-tips—every American trust and every im- 
portant foreign trust with data, analyses, + 
And—most valuable of all—all fixed trust statements 
have been reduced to a common basis, facilitating 


comparative analysis. 


i 

; This in addition to the regular listing and analyses of 
t American and foreign banks, insurance companies, 
: finance companies and holding companies, mortgage 
and real estate companies—over three thousand pages of 


invaluable information, kept 


d constantly up to the minute 7 
a by weekly supplements. 
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Personnel — Policies in themselves are 
not of much use unless the personnel or 
organization exists capable of enforcing 
them and of constantly developing 
method and means for their application 

Sound management brings the defi- 
nite allocation of responsibility based 
on the ability, experience and fitness of 
everyone in the organization to carry 
out his part of the plan, coupled with 
a definite accountability for the ac- 
complishment of results. 


Control —It is with this factor that we 
are primarily concerned in this series of 
articles. It is very necessary, after 
policies have been determined and a 
personnel built capable of carrying out 
these policies, that the results ac- 
complished or to be accomplished must 
be constantly controlled, weighed and 
directed. 

The most essential factor to effect 
this control is the establishment of 
standards which are nothing more nor 
less than the setting of goals which can 
and must be attained. 

Standards may be set as to total 
profits that should be earned, what 
these profits should be by departments 
based on the volume and type of busi- 
ness handled, what it should cost to 
handle a certain type of business and 
what income or fees must be collected 
if these costs are to be absorbed and a 
desired profit remain. 

While it is true that individuality 
must remain a factor in banking as in 
any other enterprise, it also follows 
that standards must be developed and 
applied. When it is possible for a bank 
to know what is a sound policy and 
method of procedure in a given prob- 
lem, then it will be possible for the 
average bank to operate as efficiently 
and as profitably as better managed 
banks now operate. 

Standards are being rapidly evolved 
in banking to determine: 


lst —What is and what isn’t profitable 
business. 

2nd—What expenditures may be properly 
incurred to secure a given type of 
business. 

3rd—How funds should be invested to 
— a maximum of soundness, 
iquidity, availability and earning 
power all at the same time. 

4th—What it costs to operate a given 
department and to handle a trans- 
action through that department. 

5th—What profit should be earned on a 
iven type of business that is fair to 
y0th the bank and its customer. 


The use or the lack of standards 
which are nothing more nor less than 
ideals of accomplishment based on fact 
and existing conditions, has caused us 
to group the management of banks into 
another three classes: 


lst —Those that have a knowledge of facts, 
know what they want to do and do it. 

2nd—Those that have some knowledge of 
facts, know generally what they 
want to do, but lack the courage to 
do it. 


3rd —Those that lack a knowledge of facts, 
but unfortunately convince them- 
selves that they have this knowledge 
and as a rule, know neither exactly 
what they want to do nor how to do it. 


Rules — Bank analysis has developed a 
number of rules that produce sounder, 
better and more profitable banking. 
Some of these are the following: 

Ist —Size is not a prerequisite of profitable 
banking. 

If it were true that size alone was the 
desirable thing in banking. then the 
larger the bank the proportionately 
greater should be its profit and pro- 
portionately less its costs of operation. 
Actually, high earning power exists 
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under proper management and im- 
paired earning power under improper 
management irrespective of size. 


2nd—Quality business will produce far 
more profit than can be acquired by 
unsound and unprofitable increase in 
size and volume. 

This rule may be said to go hand in 
hand with the first rule. However, un- 
sound and unprofitable increase in size 
and volume invariably brings about 
very high operating costs and frozen 
condition. 
3rd—Co-operation between banks _ will 

materially increase the earnings of 
each bank without any change in 
size and render a better banking 
service to the community. 

The application of this rule elimi- 
nates many unsound and unprofitable 
banking transactions and invariably 
brings about in the minds of the public 
a greater respect for banks. 


ith—Foolish and unsound competition, 
particularly in smaller cities and 
towns, does not and cannot create 
wealth and usually results only in 
the swapping of profitable for un- 
profitable business between banks. 
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If there is one thing above all others 
that the banks in smaller communities 
should realize, it is the application of 
this rule. Competition, everyone will 
admit, is essential to business progress 
and it may be carried on in a healthy 
manner provided competing banks are 
willing to face facts and base their 
competition on these facts. 


5th —Many banks will have to learn to do 
business on a smaller volume of funds 
but earn a greater profit. 


This rule particularly applies to those 
banks and to that type of banking 
business that many banks have at- 
tracted to themselves and that they 
are not capable of handling efficiently 
or profitably. Or, if they are capable 
of handling it, it has been attracted on 
a basis that makes it a detriment to 
the bank. The realization of this prin- 
ciple by many banks would give them 
an entirely different viewpoint on 
many of the troublesome problems 
presenting themselves these days. 
6th —Advertising budget and other new 

business expenses should not be 
based on total resources, gross in- 
come or some other general factor, 
but rather should bear a relation to 
the possible business that can be 


secured and its worth after it is 
secured. 


This is nothing more nor less than a 
determination of facts and the applica- 
tion of them to banking. Many banks 
will devote considerable time and make 
substantial expenditures to get certain 
types of business that they would be 
better off without. New business 
should primarily be centered on that 
type of business that will be worth 
something to a bank and contribute 
soundly to its growth. 
7th—A budgeting of funds, income and 

expenses will definitely control a 
bank’s position and its earnings. 

Without a doubt, the next few years 
will make great strides in the applica- 
tion of the principles of budgetary con- 
trol to banking with the resultant effect 
of sounder position and definitely pre- 
determined earning power. 


Conclusion — The use of facts in bank 
management will produce : 


Ist —Policies that are inherently sound 
and provide a definite basis for the 
determination of these policies. 

2nd—Personnel that is constantly asked 
to meet certain definite requirements 
and who are constantly apprised of 
their success or failure in accom- 
plishing this—which will bring about 
an efficient and capable organization. 

3rd —The use of facts to check progress and 
results as they materialize and pro- 
vide very definite control—which is 
the third element of successful man- 
agement. 


Efficient and profitable bank man- 
agement proceeds with a complete 
knowledge of all the facts and factors 
affecting its bank, knowing why it 
does a thing, the best way to do it and 
what it should accomplish. 
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s Employee-Stockholders Sell 


The Permanent Sales Department Resulting 
From a Successful Stock-Ownership Plan 


MERICAN business __ has 
been through some diffi- 


cult months. This applies 
to management and men alike. 
Faced with the sheer necessity 
of not only keeping overhead 
down but of cutting it radically 
in many instances, management 
has had to drop employees whom 
it would sorely need in normal 
times. Seeing this tendency, em- 
ployees, in a great number of 
cases, have quite naturally ac- 
quired a view of management 
tinged with suspicion and fear. 

In these days, with a steady- 
ing of business conditions, it is 
interesting to speculate upon 
the price which management 
will have to pay for organization 
upsets created in the interest 
of economy. On the positive 
side it is likewise interesting to 
note whether or not the man- 
agement that has been clever 
enough to keep its organization 
intact will be able to cash in on 
its obvious advantage and go 
ahead with more than ordinary 
speed and profit in the come- 
back of business. 

M & T Trust Company of 
Buffalo is a banking institution 
unique in the latter respect. It has 
kept its organization intact, has not 
cut salaries, and has shown a splendid 
increase in business and profits during 
the period of depression. 

Undoubtedly there is a fundamental 
policy at the bottom of all this, a 
policy which the present management 
received as a sort of heritage from 
managements of earlier days —those 
of the Manufacturers’ and Traders’ 
National Bank, the Fidelity Trust 
Company, and the People’s Bank of 
Buffalo, which were joined to help 
make the present M & T Trust 
Company. 

For example, H. T. Ramsdell, a 
director on active duty in the present 


By John N. Garver, Jr. 


M & T Trust Company, Buffalo 





Mr. Garver 


organization, began his banking career 
with the Manufacturers’ and Traders’ 
National Bank fifty years ago as 
trotter. He arose, through practically 
every position, to become chairman of 
the board of the old organization. 
Moreover, more than one-third of the 
employees who worked for the three 
predecessor organizations twenty years 
ago are today with the M & T Trust 
Company. 

Without doubt the mest pronounced 
manifestation of this policy of close 
relationship between employees and 
management is to be seen in the 
success of the employees’ stock acqui- 
sition plan which was discussed in 
detail, shortly after its inauguration, 


in The Burroughs Clearing House* 
about two years ago. Since that 
time many employees’ stock 
acquisition plans have foundered 
upon the rocks of the business 
depression. But that of the 
M & T Trust seems to have 
gained prestige instead. 

The best evidence of the 
loyalty and solidarity of organi- 
zation in M & T Trust, as a 
result of the successful operation 
of its employees’ stock acquisi- 
tion plan, is to be seen in a por- 
tion of President Lewis G. Har- 
riman’s report to M & T Trust 
stockholders at the end of 1930, 
which read: 


“TDURING the second quarter 

of the year, a concerted 
effort of the entire active staff 
was made to bring to the bank 
desirable new business of all 
sorts. No publicity of any kind 
was given to this undertaking, 
and it represented simply the 
determination of the members 
of the organization in a proper 
and dignified manner to capital- 
ize the strength of the institution 
and its prestige and good will 
in the community. 

“The results were reflected in a new 
increase of deposits for the year of 
approximately $4,000,000 of perma- 
nent desirable business and increases 
in departmental profits as noted earlier 
in the report. 

‘We are inclined to think, however, 
that the greatest advantage which the 
bank has derived from this effort is the 
creation of what has been called our 
Permanent Sales Department made 
up of those officers and employees who 
showed conspicuously the spirit, energy 
and ability to attract new business of 
all sorts to us and are continuing 
their efforts through this organization. 


* “Stockholders—Nearly All” by Lloyd S. Grabam, 
January, 1929. 
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‘There is constantly being evidenced 
an added alertness and interest in the 
bank’s affairs, and its growth in both 
size and profits, by the active staff, 
and this we feel is simply invaluable. 
I should report as related to the efforts 
of the staff to secure new business for 
the bank, both as cause and effect, 
that the success of the Employees’ 
Stock Acquisition Plan seems to have 
been by now thoroughly demonstrated. 

“As of December 31, 1930, 
$361,417.47 has been paid into this 
fund since it was inaugurated on July 1, 
1928, and 591 participants, which in- 
cludes all active salaried employees, 
now are the owners of 4,512 shares of 
the stock of the bank held by the 
Trustees, plus the balance of the funds 
invested in stock of the M. & T. 
Securities Corporation or held in cash. 
In this time of financial difficulties to 
so many individuals, the existence of 
this stock acquisition plan has furnished 
a safe backlog for the personal finances 
of scores of our employees.” 

Perhaps it should be stated here 
parenthetically that undoubtedly the 
reason for the success of this particular 
employees’ stock acquisition plan lies 
in the fact that no permanent arbitrary 
price was fixed in the beginning at 
which the trustees for the fund should 
acquire M & T Trust stock. 

In the beginning 20,000 shares of 
M & T Trust stock were set aside to 
complete the plan. They were ac- 
quired by the subsidiary, now known 
as M. & T. Securities Corporation, at 
$150 per share, to be held by it subject 
to the requirements of the fund 
trustees. As funds accumulate the 
trustees usually acquire the stock in 
100-share lots. The price at which 
M. & T. Securities Corporation shall 
sell to the trustees of the employees’ 
stock acquisition fund is arbitrarily 
set by M & T Trust Company directors 
every six months and this price is 
invariably several points under the 
current market. 


JF: when the entire 20,000 shares 

have been disbursed by M & T 
Securities Corporation, it has a profit 
on the transaction, this profit will be 
turned over to the M & T Trust 
Company and go into its undivided 
profits account. On the other hand, 
if there is a loss in the transaction, the 
M & T Trust Company will absorb it. 
However, the latter is most unlikely. 
The point is that M. & T. Securities 
Corporation is merely a vehicle for 
the transaction because in New York 
State the laws prevent a banking 
institution from selling stock to em- 
ployees on a partial payment basis. 

Funds for the employees’ stock 
acquisition plan are created by deposits 
of employees with the plan trustees of 
sums not exceeding 10 per cent of his 
or her salary; by the additional 
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AY the only thing you 


need look for in selecting 
a lower-priced bond paper is 
the watermark, “Management 
Bond—a Hammermill Product.” 


Those five words carry an 
assurance of dependability far 
more eloquent than pages of 
“selling arguments.” 


*“Hammermill men make it” 
—what better recommendation? 


Eight colors and white, in 
the full range of usual com- 
mercial weights. Your printer 
stocks Management Bond, or 
can get it for you promptly. 
Mail coupon now for samples. 


Management Bond is made by Ham- 
mermill methods, by Hammermill- 
trained men, at Hoquiam, Washb., and 
is distributed by Hammermill Agents. 
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Check Paper 
an ASSET or a 
LIABILITY ? 


The adoption of a really safe check paper by 


your bank is another important item in your col- 
umn of assets. Gilbert Safety Bond, with its 
concealed protective features will be an asset to 


your bank. A ‘‘hidden”’ asset, so to speak. 


An attempt at alteration by erasure or ink 
eradicator causes this ‘‘hidden’’ asset to imme- 
diately become active through the discoloration 
of the paper. The most delicate erasure removes 
the surface tint color, and any chemical eradi- 
cator produces a brown stain, in event an alkali 


is used, and a blue stain when acid is used. 
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deposit by this trust company manage- 
ment of a sum equal to 25 per cent of 
the salary percentage deposit of each 
employee; by the deposit of any sums 
which may be voted to employees as 
bonuses by the trust company directors 
from time to time; and by dividends 
received on stocks held in the fund. 
No one can participate in the plan 
until he has been in the employ of 
M & T Trust Company for at least a 
year. Any employee can withdraw 
at any time and on such withdrawal 
the trustees of the fund turn over to 
him the stock which is being held for 
him plus any additional amount of 
cash which may be in his account. 
But ‘once an employee has withdrawn 
he cannot renew his participation in 
the plan for at least a year. Conse- 
quently withdrawals are almost un- 
heard of unless someone is leaving the 
organization permanently. 


‘THE most tangible result of the 

loyalty and unity of purpose created 
by the employees’ stock acquisition 
plan is the so-called Permanent Sales 
Department. This grew out of a 
special sales effort by employees which 
took place during the second quarter 
of 1930. It was extremely successful 
and so much willing, even eager, 
business-getting talent was uncovered 
that the natural leaders in the group 
suggested that the work be carried on 
permanently, which it is. This effort 
of the Permanent Sales Department is 
entirely separate and supplemental to 
the regular business-getting plans and 
activities of the management and last 
year the Permanent Sales Department 
brought in more than $12,000,000 
of new business including the new 
deposits mentioned in President 
Harriman’s statement. 

This is purely a voluntary organi- 
zation. No pressure is placed upon 
any member of the staff to participate. 
The fact is recognized that some 
temperaments are unsuited to cam- 
paign work of this nature, while others 
thrive on it. Any employee is wel- 
comed in it but the standing of no one 
is damaged by not participating. Asa 
matter of fact about one-third of the 
entire organization is extremely active 
in the Permanent Sales Department, 
aside from their regular duties. 

Management steers the activity and 
organizes it so that it will bring the 
best results and the most satisfaction 
to the participants. Throughout one 
period they may concentrate on trust 
department business. The next period 
it will be some other department. But 
all participants receive a rating on all 
business they bring in, despite the 
nature of it. Prizes are sometimes 
given for contest business in a specific 
department. 

All employees’ efforts in the Perma- 
nent Business Department are rated 
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according to a predetermined schedule 
along this line: 


All deposits. .Face of the deposit. 


C. D.’s......50 per cent of the face. 
ee 5 per cent of the amount. 
Insurance 

Trusts. ...10 percent of trust amount. 
Living 

Trusts... .50 percent of trust amount. 
(i ee Double the amount expended. 
Safe dep. box 

rental..... 100 times annual rental. 


That the business brought in is 
important to the trust department, 
and that the whole effort is not con- 
fined to increasing deposits, is indicated 
by the fact that January, 1931, showed 
that the Permanent Sales Department 
produced $1,310,000 in wills, $171,000 
in insurance trusts, and $86,000 in 
living trusts. 

Once each month a meeting of the 
Permanent Sales Department is held 
in the afternoon, after working hours, 
at one of the Buffalo hotels. These 
meetings are kept as short as possible, 
and are for the discussion of current 
contests and future plans. As the 
Permanent Sales Department is purely 
a volunteer organization, attendance at 
these meetings is purely voluntary. 
Still, 250 members of the staff are 
usually there. 

A typical contest is that known as 
the ““Top 5 Contest” in which anyone 
may participate. Usually small prizes 
are given to the top five at the end of 
the three months’ period —$50.00, 


$25.00, $15.00, $10.00, and $5.00. 
Officers and branch managers are 
barred from this contest. Ratings of 


the contestants are charted and an- 
nounced each week and the prizes are 
declared at the end of the quarter on 
the basis of the weekly ratings of the 
top 5. The weekly top 5 ratings are 
determined by two results of each 
individual’s efforts. One is the number 
of new accounts and the second is the 
volume of the new business brought 
in as determined by the above schedule. 


ASIDE from the small prizes and the 

whole-hearted fun of participating in 
an effort of this kind for an organiza- 
tion in which each employee feels he 
has more than an ordinary interest, 
bonuses are given by the bank for 
business obtained and retained for a 
considerable period of time. For in- 
stance, if a large deposit, new to the 
bank, remains undisturbed over a 
period of six months, the person who 
brought this business in receives a 
small bonus at the end of the six 
months’ period. 

So great has been the effort in some 
instances that employees have won 
bonuses equal to more than one- 
fourth their annual salaries in the 
aggregate. This has been true of 
bank guards, even in branches, and of 


stenographers. Some of the latter 
have become so proficient in this type 
of work that they have at times been 
selected to lead teams in special con- 
tests. 

One guard at the main office was 
responsible for bringing in one corpora- 
tion deposit, utterly new to the bank, 
of $57,000. Another, working in a 
residential branch, has also been 
remarkably successful along this line. 
Still another, in a down-town branch, 
is noted for the wide variety of busi- 
ness which he _ produces —deposits, 
trusts, wills, and all the rest. He has 
made a game of it, knows everyone 
who comes to the branch, makes it a 
point to talk his bank at lunch, and 
wherever he goes. 

Another interesting result of this 
spontaneous effort, even from workers 
who do not participate in campaigns, 
is the fact that every department in 
the bank is constantly receiving tips 
from workers in other departments. 
Employees’ minds seem to be tuned to 
pick up stray bits of information re- 
garding persons who are not doing 
business with the bank and they pass 
this information along to the proper 
department so that experts in the 
department may make the most of it 
in trying to obtain new business. 
When new business is obtained in this 
way the employee who gave the initial 
information on the subject is credited 
with the result. For this reason any 
worker who runs into a case which he 
cannot handle himself does not hesitate 
to call upon those who can. 

There are other phases of the cam- 
paign effort. The “Top 5 Contest” 
rewards individual effort. On a perma- 
nent basis, the organization is divided 
into thirty-four permanent sales groups, 
each group with a monthly quota for 
the entire year, based upon past per- 
formance. There are at times various 
other efforts which may run con- 
currently. 

While the fact is recognized that any 
properly managed bank may cash in 
on the loyalty of its employees, at the 
M & T Trust this loyalty has become 
accented in a highly tangible manner 
quite obviously because of each in- 
dividual’s extremely personal interest 
in the financial welfare and growth of 
the organization. 


Bank Stock or Cash 


~~ owed Y and agreed to pay on a 

certain day in cash or stock in the 
B bank at X’s option. X did not pay 
for several days after the fixed date, 
tendered the bank stock, and Y de- 
manded the cash. 

“‘When you failed to settle on the 
date fixed, the option passed to me,”’ 
Y contended, but the Supreme Court 
of Michigan decided that X was right. 
—M. L. H. 
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ONE WAY 
TO LOSE 
MONEY 


Just time to catch his train... 
a porter grabs his bags... the 
taxi is paid off . . . a rush to 
the ticket window . . . no 
wallet. 


It happens hundreds of times. 
People do lose money or mis- 
lay it or have it stolen. No 
need to worry, though, if the 
money is in A. B. A. Cheques 
—for it will be refunded. 

A. B. A. Cheques are the 
modern way to insure yourself 
against the loss, theft or de- 
struction of your money. Buy 
them at your own bank— 
spend them anywhere. 
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CERTIFIED 


OFFICIAL TRAVEL CHEQUE OF 
AMERICAN BANKERS ASSOCIATION 
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that “Kane Quality” 


Venetian Blinds 


provide <3 


A window is not truly efficient unless 
the light and air it admits can be precisely 
controlled in the exact quantity desired. 
Of all means for convenient regulation, 
9 y . . 
users approval rests on Venetian Blinds. 
Their value as a decorative feature only 


increases this preterence. 


“Kane Quality” Venetian Blinds are en- 
joying a large share of the widening vogue 
for this type of window treatment in bank- 
ing rooms and executive offices . . due to 
their perfected mechanical features, their 
wide color range, and the assurance of 
quality that has been traditional for over 


40 years. 


Use coupon for your copy of our new 
folder on Venetian Blinds, or complete 


information on Rustless Insect Screens. 








KANE 
MANUFACTURING COMPANY 


Kane, Pennsylvania 


Also Wood and Metal Frame Rustless Insect Screens, 
Roll Screens and Metal Weatherstrips 


Kane Mfg. Co., Dept. F-6, Kane, Pa. 
Please send me your folder on 
(Check folder desired ) 
) Venetian Blinds 
C) Roll Sereens 
-) Wood and Metal Frame Screens 
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FROM A BUSY DESK 





cBy Hy. W. Sanders 


BANK examiner tells this one: 
A he was examining a country bank 

and the banker was the worst 
grouch he had ever met. After a day 
or two he managed to get a chance to 
ask the old fellow what was the matter 
with him. The reply was “I work in 
this bank from one year’s end to an- 
other, and all I can make is barely 
enough to buy food and clothes, and 
my food doesn’t agree with 
me and my clothes don’t 
fit.” 


* * * 


A large California bank 
has a very successful per- 
sonal loan department 
operated as follows: The 
applicant fills up an ap- 
plication and must furnish 
endorsers. If granted, he 
gets the amount, less 7% 
percent. The 7% per cent 
is made up of 1 per cent in- 





cent six months after discharge. It 
arose from a mistake in computing 
his pay. 


* * * 


Some insurance companies are get- 
ting their policyholders to sign orders 
for the payment of premiums out of 
bank balances, and then requesting 
banks to keep these on file indefinitely, 
so that drafts might be paid 
when presented as cash 
items. Some banks are 
declining to do so, on the 
ground that it is unfair to 
make the bank a premium- 
collector for the conven- 
ience of insurance compa- 
nies, and that the customer 
should give his check. It 
is easy to see that if the 
practice should grow, there 
would be a great deal of 
detail work involved in 
keeping track of such 


vestigation charge, 1 per Mr. Sanders authorities and comparing 
cent life insurance fund, and verifying the drafts as 
and 51% per cent interest. If the bor- presented. Also it might be embar- 


rower dies within a year the loan is 
charged off against the life insurance 


' fund. The amount of the loan is divided 
| into twelve installments and the cus- 


tomer pays these by monthly deposits 
in the savings department, a different 


_colored book being used which is 


marked “No Withdrawals Allowed.” 
No notices are sent out, but the savings 


| teller stamps or writes the date of next 


| 25 cents. 


payment. Fewer than 10 per cent 
fail to make their payments and in 
these cases notices are sent out, the 
notice being charged for at the rate of 
Savings interest according 
to regular rates and rules is allowed 
on the savings account, and the 
deductions for notices are made from 
this. Only in case of delinquency does 
the loan ever go back to the loan 
department for attention. It is asserted 


_that through this system small loans 


are handled profitably and safely and 
that most borrowers keep up their 
savings accounts by regular deposits 
when the loan is paid off. 


* * * 


A United States voucher for one 
cent is held by Benjamin Schreiber of 
Oakland. He has had it eight years 
and refuses to cash it. Doubtless 
| some government bureau has to show 
that pesky cent outstanding from 
year to year on its books. An ex- 
| navy man, Schreiber was sent the 
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rassing to return a customer’s checks if 
he had relied upon his balance when 
drawing them, and then found that in 
the meantime the bank had paid out 
on a standing order he had forgotten. 


* & 2 


Philip Withermore says he isn’t a 
poet, but one day he wrote the follow- 
ing and propped it up on his desk so 
that all could see: 

WHEN IN DOUBT 
THROW IT OUT. 


* * * 


Some foreign banks apparently have 
problems that are seldom found in this 
country. An Associated Press item 
from Budapest, Hungary, says that a 
decree has been issued by which 
employees of Hungarian banks are 
ordered to have no more than four 
children. 


* * * 


A banker who makes some mott- 
gages on real property has found that 
there is an advantage in having them 
amortized so that the principle of self- 
liquidation is applied. When he re- 
ceives a request he informs the cus- 
tomer that he will make a straight 
loan for one year only, but that if it is 
amortized he will make it for three 
years. If the latter is chosen, he says 
that at the end of the period the 
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CLEARING HOUSE 


customer usually requests a renewal and 
that owing to the reduction in princi- 
pal the bank is usually able to grant it. 


~ * = 


In the trust department there is 
often a great press of work during the 
income tax period. Some banks are 
developing systems whereby a special 
ledger is kept throughout the year and 
is posted up with all income tax data. 
Then during the first two months of 
the year the preparation of returns is 
merely a matter of copying. 


* * * 


Philip Withermore, vice-president 
of the Futurity National, has a tender 
place in his heart after all. A girl came 
to him and told him that she had spent 
some $150 in her care as treasurer of a 
girls’ club and that she was afraid that 
she would be disgraced. Philip lent 
her the money and collected it by 
monthly installments. Philip said it 
was a character loan. 


* * * 


An early settler, it seems, need not 
be old and gray. The term is now used 
for those who remit before the tenth 
of the month. 


* * * 


A curious arrangement recently 
turned up in a bank. Two men bought 
property, built and leased the prem- 
ises. There was no formal partnership, 
but they were equally interested and 
so they deposited all funds in a 
joint account for which both signa- 
tures were required. They paid the 
expenses in this way and at the end of 
each year divided the balance. In 
course of time both of them sold out, 
one to an individual, and the other to a 
corporation. As a result the bank 
account now stands jointly in the 
names of an individual and corporation, 
and both signatures are necessary, 
that of the corporation being by 
officers properly qualified by resolution 
of the directors. 


* * * 


So many “cleaners and dyers’’ have 
opened accounts recently in our bank 
that one of our officers suggests that we 
change the name to “Cleaners and 
Dyers National Bank.” Another says 
that while occasionally these firms 
clean up, they most usually die. 


* * * 


Recently a customer asked for a 
draft to be sent to Peking, or Peiping, 
China, to be payable in gold. Silver at 
that time was depressed so low that 
the beneficiary faced serious loss if 
made out payable in Chinese money. 
Finally we sold her a New York draft 
Which she said would be readily 
negotiable in China on a gold basis. 
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Rag Fibers for Rag Fibers — 
Quality the Heart of 
the Paper 


cut the / heart out 
of your Z edger — 


The value in your ledgers and records is their recording value. Inferior 
paper, the first temptation to the low-quality supplier, reduces or 
destroys this recording value. Good ledger paper, on the other hand, is 
the very heart of your records —let no man-cut out their heart. 


Accountants and auditors become impatient with inferior ledger paper 
that tears out at the rings, fuzzes and furrs with use until the figures 
themselves grow dim and illegible and new entries look out of place. 


efendum Ledger 


Any stationer doing good work will tell you he has known Defendum 
Ledger for years. He knows it is made from choice rags and fabricated 
without hurry in a mill devoted essentially to bond and ledger papers. 


Your stationer would not cut the paper-heart out of your ledgers and 
records unless driven to it by price pressure ; so speak with him always 


about the quality of ledger paper he proposes to use. If he says 
“Defendum” you can safely say “O. K.” 


\ SE BETTER PAPE y 


May we send you a complete sample book showing all sizes, 
weights, colors ? 


A National Standard for Ledger Leaves and 
Worthwhile Records—Defendum Ledger 


PARSONS PAPER COMPANY 


Over two thousand tons of good rag ledger paper every year 
Papermakers aa HOLYOKE, MASS. for 76 years 
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TL Boker 
OKC, 


VENETIAN BLINDS 

















UNDREDS of banks know by 
experience the value of 
VicroriA VENETIAN BLINpbs. 


Among them are: 


Federal Reserve Bidg., Little Rock, Ark. 

Midland Savings & Loan Bldg., Denver, Colo. 

First National Bank, Atlanta, Ga. 

Hyde Park National Bank Bldg., Chicago, III. 

Calcasiau National Bank, Lake Charles, La. 

First National Bank, Detroit, Mich. 

Plaza Bank of Commerce, Kansas City, Mo. 

Bank of America, New York, N. Y. 

Atlantic Bank & Trust Co., Burlington, N.C. 

Midland Bank Bldg., Cleveland, O. 

Huntington National Bank, Columbus, O. 

Savings Bank & Trust Co. Bldg., 
Chattanooga, Tenn. 

First National Bank Bldg., Huntington, 
W. Va. 


Splendid service, long life, little 
upkeep and reasonable cost— 
that’s the story of Victoria 
Venetians—that’s why shrewd 
bankers readily OK them as a 
profitable investment. Send for 


folder, **Better Daylight.” 


THE BOSTWICK- 
GOODELL CO. 


Blinds since 1894 

















NORWALK, OHIO. 


Representatives in Principal Cities 





i 


‘ALES READY TO SERVE™ 


ICTORIA 


VENETIANS 
The Better Blinds— 





The last paragraph recalls the hectic 
times in German currency during the 
great inflation. Toward the end of 
that period German business traded in 
dollars, pounds, and guilders. Business 
will always find something to trade in, 
and if advocates of soft money ever 
had their way in this country and 
flooded our markets with depreciated 
money, we should find ourselves doing 
all the real business of the country in 
some foreign money. Some German 
cities even issued loans payable in coal 
or rye, so little was their national 
money worth. Bankers can never 
forget these things when the gold 
standard is under fire. Faulty though 
it undoubtedly is, it is the best stand- 
ard so far discovered. 


* * * 


Salesmen taking a check from some 
local merchant are likely to come into 
the bank and ask for a cashier’s check 
to be exchanged for it, payable to the 
same payee. Many banks are refusing 
this for the reason that in such cases 
they can not furnish their customer 
with a properly authorized endorse- 
ment except by surrendering their 
paid cashier’s check, which they are 
unwilling to do. Certification is equally 
undesirable, for when checks are certi- 
fied the bank should charge them 
immediately to the account and retain 
them as vouchers. In some cases the 
local merchant is relying on several 
days elapsing before the check comes 
through and must be provided for, 
and though this is not a satisfactory 
reason, we at least owe more considera- 
tion to our customers than to distant 
firms who carry no accounts with us. 
Therefore many banks decline to 
handle such checks on either basis, 
telling the salesman or collector to 
have them passed through the firm’s 
regular account, unless the customer 
gives a special O.K. to cash. Then the 
check can be cashed and a cashier’s 
check bought if desired. 


* * * 


At one California city a bank 
experimented with the graduated serv- 
ice charge. Each customer carrying 
an active account was interviewed and 
shown an analysis of the account 
worked out on a basis of 3 cents per 
item and 5 cents each deposit, 10 per 
cent was deducted from the average 
balance for reserves, and the balance 
credited with 6 per cent interest. All 
such analyses showing a loss balance 
were made the argument for a request 
for a service charge sufficient to defray 
the cost. Out of 350 customers inter- 
viewed, 50 closed their accounts, but 
the service charge account for the 
month amounted to $743.40 as against 
$263.50 for the corresponding month 
in the previous year. An interesting 
example of what may be accomplished 
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by applying to banking ordinary busi- 
ness methods and making each account 
carry its own load. 


* * * 


What is the bank’s liability if a wife 
deposits an unendorsed check to a 
joint account with herself and her 
husband, and the bank endorses the 
item: “deposited to the account of the 
within-named payee, etc.”” The funds 
are mingled and the wife draws perhaps 
the most of the money. If the husband 
claims that she wrongfully secured the 
check, is it any defense to rely on the 
contract by which a joint account 
with full rights of survivorship is 
opened for the parties? In other words, 
is the fact that the money was placed 
at the disposal of the husband sufficient 
justification for its endorsement on his 
behalf? 


* * * 


Where a check comes back “‘N.S.F.” 
a customer frequently asks that it be 
put through again. Some banks have 
stopped this practice but offer to 
handle the item as a collection. The 
reason is that the customer likes to 
put off the evil day when the loss must 
be faced and always hopes that the 
drawer of the item may have made a 
deposit meanwhile. The objectionable 
feature is that endorsement stamps 
get so mixed that it is hard to read 
them. We charge the customer’s 
account and then offer to send the 
check through for collection only. 


The Maryland Notes 


PROMISSORY notes often contain a 

clause authorizing a confession of 
judgment if the instrument is not paid 
at maturity, and the Negotiable In- 
struments Act contains an express 
provision that such a clause does not 
affect the negotiability of the notes. 

Suppose, however, that a note con- 
tains the following clause: 

“It is hereby further agreed that at 
any time judgment confessed shall be 
entered in a proper court against the 
maker or makers, for such sum as may 
be due hereon, and costs, and 10 per 
cent additional to said sum as a fee.” 

In ruling that this did not destroy 
the negotiability of the note, the 
Maryland courts said: 

“If the provision was simply that 
the judgment might be obtained ‘at 
any time,’ the contention would have 
to be sustained.” 

A note providing for a judgment 
‘“‘at any time” was considered by the 
same court in a later case reported in 
122 Atlantic Reporter, 7, where the 
court ruled that a confession clause 
authorizing the entry of judgment even 
before the maturity of the note, de- 
stroyed its negotiability.—M. L. H. 
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CLEARING HOUSE 


The Profit and Loss Ac- 
count of the Reserve 
System 


(Continued from page 9) 


Aldrich-Vreeland Act (1908-1914). So 
the plan which was used was one that 
would guarantee co-operation, safety 
and stability to the owners of the 
system. The small bank, which in all 
probability was doing only a small 
amount of commercial banking busi- 
ness, did not come into the central 
banking picture because the very 
nature of central banking does not 
provide for such small institutions. 
Hence the small banks had little to 
gain from membership and contributed 
little to the strength of the system. 
Ideally speaking it would perhaps be 
correct to have every bank a member, 
but in the final analysis it is not mere 
numbers that count in this case. 


[° is now past history how the mem- 

bership in the system increased as 
war became imminent. The increased 
business activity had been supple- 
mented by trade with the belligerent 
nations to the extent of severely trying 
out credit facilities. Non-members 
saw in the Reserve System a desirable 
shelter from a war-induced financial 
storm. Hence to a patriotic appeal 
was added liberal inducements and the 
membership increased rapidly. From 
fifty-three banks on June 30, 1917, 
with resources of 756 millions, the 
state membership increased in one 
year to 513 banks with over six billions 
resources. The next year the number 
more than doubled while total resources 
increased but two billions. This con- 
tinued to 1922 and since then the 
membership of both state and national 
banks has dwindled. Nearly one-third 
of the so-called commercial banks of 
the country belong to the Reserve 
System but their resources amount to 
more than two-thirds of the combined 
banking resources of the country. 
Since 1922 the membership has been 
reduced some 3,000 on account of 
failures, withdrawals, and consolida- 
tions. It must be said, however, that 
notwithstanding the loss in total num- 
ber of members, the system member- 
ship relative to the total number of 
banks in the country has undergone 
little change. 

On several occasions Congress has 
made attempts to induce membership 
or to permit those already in the system 
to enjoy the same privileges as non- 
member state banks. This has been 
of limited success. It seems that the 
point of view has been lost or confused. 
The plan and the purpose was to pro- 
vide co-operation through this modified 
plan of central banking. Profit to 
members and to the government was of 
least importance and does not even 
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DEPENDABLE 
5-POINT 
PROTECTION 


IN BANK VAULT 
CONSTRUCTION 


Another outstanding finan- 
cial institution selects Steel- 


crete Bank Vaultconstruction 





... presenting the most com- 
plete protection known to 


engineering science... proof 





against cutting flame, fire, 
drill, explosives and shock— 
within all practical limits. 


On a cost basis, too, Steel- 





crete construction is clearly 
the most suitable recommen- 
dation... fitting any building 


budget, large or small, and 





affording a larger vault for 
the investment. 

Send for results of tests, 
and certified endorsements. 
The complete story of Steel- 
crete Bank Vaults will be 


forwarded for your files. 


The Consolidated 
Expanded Metal Companies 
Steelcrete Building, Wheeling, W. Va. 


Sales Offices and Warehouses: . a 
Boston Cleveland Chicago New York th en with Tote) | resistant steel +. 
Philadelphia Pittsburgh DAcontes, ba 's, a ll embedded in; 
Buffalo Detroit ‘ 
» concrete...most com- 


Export Office: ; re. ie 
a plete protection known . 


New York City, N. Y. ; , : : —— va a ~ : 
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All Forms for 
-@ Burroughs 
“@ Simplified 
Trust System 
Are Standard 
With M‘Bee 


1 igs includes ledgers, statements, 

registers, work sheets, abstracts, 
ticklers, entry blanks—in fact, the 
complete equipment for the entire 
installation. 





Intensive study of the Burroughs 
Simplified Trust System, with com- 
plete knowledge of its requirements, 
enables McBee to make all this 
= equipment standard. Trained 
N McBee men install and service it. 





zs Why not call your local 
or McBee office? No ob- 
a ligation, of course. 


M:Bee 


Binder Company 


\ GENERAL OFFICES: 
‘2 a ATHENS, OHIO 


> Va 
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deserve to be considered in the light of 
the genuine desire to guarantee national 
monetary and credit safety. Yet the 
distribution of the profits is now one 
of the major complaints. 

Membership in the Federal Reserve 
System should not be forced upon any 
non-member bank, nor should member- 
ship be garnished with questionable 
allurements. Congress and the Federal 
Reserve Board have gone to great 
lengths in offering the banks of the 
country every banking service. That 
is the real motive, not profit. The 
bank that withdraws simply because 
of the dissatisfaction over the earnings 
of the system —in case there be any — 
is simply placing self-interest above 
the possibility of effective co-operation 
and uniform banking. The safeguards 
which have been set up as a result of 
tested experience —non-payment of in- 
terest on demand deposits, par col- 
lection, the requirement that paper 
must meet certain standards before 
discountable, the limitation of divi- 
dends to 6 per cent—are all for the 
purpose of effecting a satisfactory and 
workable plan of central banking. If a 
bank is unwilling or unable to accept 
these terms of Reserve System member- 
ship, it might appear that its desire for 
profit is greater than its interest in 
public welfare. Fortunately, the pub- 
lic welfare is not in such a position as 
to call for either coercion or coaxing 
on the part of the authorities. 


HE small country banks, which 

furnish perhaps two-thirds of our 
total of 25,000 banks, have little to gain 
from membership. So long as they 
can get their limited banking services 
from the large city correspondent 
bank, they are satisfied. Yet there is 
not one of these small banks that 
would want to see the country without 
the Reserve System. On the other 
hand the system is just as well off 
without them. As long as the great 
majority of the banking resources of 
the nation are in the Federal Reserve 
System, co-operation between mem- 
bers and credit control can be effected. 
Hence the small non-member bank can 
hardly be regarded as a very strong 
factor in the great national system 
which has been set up. 

In conclusion, it appears that the 
franchise tax in itself is hardly sufficient 
to cause the dissension. Neither should 
the accumulated surplus be the: cause 
of any great concern, for no one even 
considers that the Federal Reserve 
System ever will be liquidated. Doubt- 
less the pending legislation will bring 
about certain modifications which will 
be satisfactory to all concerned. One 
fortunate thing is that the system is 
still in a somewhat formative stage and 
not bound by traditions and old estab- 
lished practices. Even though the 
functioning of the system may not be 
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entirely satisfactory to all concerned, 
it is definitely our own conception of a 
central banking scheme that it shall be 
much more important than any of its 
constituent parts. The success of the 
scheme depends upon co-operation 
and efficient working of the entire 
system and the welfare of all member 
banks and the nation as a whole should 
be placed before anything resembling 
selfish motives. 


Entertain the Waiters-in- 
Line 
(Continued from page 13) 


first of each month with all cancelled 
checks. Have you called for yours? 
Ask the clerk next to window No. 8.” 

“Are You Looking for an Absolutely 
Safe Investment? Our First Mortgage 
Real Estate Bonds now yield 5 per cent. 
We absolutely guarantee both principal 
and interest. See Mr. Millican or 
Mr. Scheer.” 

“An Interesting Magazine for You— 
Free! On the open counter in the 
front part of the bank you will find 
copies of ‘Property’ —a monthly maga- 
zine published by the Liberty Bank. 
Take One.” 

“Just Starting a Savings Account 
will not make a successful saver. The 
most important thing of all is to stick 
to it after the start has been made. 
Are You sticking to it?” 

“This Slogan is Old—But Hard to 
Beat. ‘If our service pleases you, tell 
others, if not, tell us.” We want to 
know our faults and your criticisms 
will be appreciated.” 

“The interest on your Savings 
Account is now ready to be entered 
on your pass book. Mr. Birchler at 
Window No. 8 will be glad to make 
the entry for you.” 

“Have you investigated our ‘Auto- 


_ Matic Christmas Savings Plan’? With 


your permission we will charge your 
checking account each month and 
credit your Christmas Club account. 
No trouble at all to you. Tell the 
teller if you are interested.” 

“We are grateful to customers who 
have thought well enough of our 
service to mention it to their friends. 
It is our aim to serve you efficiently 
and if we fail, do not hesitate to 
tell us” 


The Accommodation 


Check 


A gave B an accommodation check, 
“* B delivered it to C without en- 
dorsement, C sent the check to the 
bank for certification, and, while the 
check was in the bank’s hands, A sent 
in a notice countermanding payment. 
But the New York courts ruled that 
the notice was too late in a case re- 
ported in 76 N. Y. 352.—M. L. H. 
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CASHING A CHECK IS A COMMON SERVICE 


Yet it is one that is productive of good will when 
rendered with courtesy. And the check itself, made 


on La Monte National Safety Paper, adds its measure 





of distinction to the transaction. Checks on La Monte 
Paper are safe, crackly crisp, smart in color and 
design. Quite naturally customers appreciate them, 
use them with pride and satisfaction. Your own 
checks, on La Monte Paper, would serve you well. 
May we send samples ? 


George La Monte & Son, 61 Broadway, New York. 


LA MONTE NATIONAL SAFETY PAPER FOR CHECKS 
Identified by Wavy Lines 
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(anadian Notes and Comment 


- HE open season for banks and 

financial institutions in western 
Canada appears to be passing with the 
coming of spring activities,” said a 
banker recently. In discussing the 
inconsistency of the criticism levelled 
against banks and mortgage com- 
panies, this banker said that first the 
banks were charged with restricting 
agricultural loans and in the same 
breath were told that they were loaning 


By G. A. G. 


money at a too high rate of interest. 
In other words, they were getting it 
coming and going. This banker be- 
lieves that much of the criticism 
directed against banks and financial 
institutions can be traced to general 
store orators who, owing to the mild 
winter and the agricultural depression, 
have been able to hold longer and more 
enthusiastic sessions. He tells that on 
one occasion he overheard one of his 
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York Vaults Guard 
the Savings of Millions |: 


N savings banks throughout the country, York 


‘ F Vaults are safeguarding the funds and securities Ss 
2 F that represent the savings of millions of depositors. KG 
e| E For York Vaults signify security and strength, scien- ig 
OH IE tifically planned and expertly built. Nothing short e 
HIE of the safety they provide is adequate for the mod- is 
©: ern banking institution. Ke 


Significant recognition of York preeminence is found : 
in the fact that four of the outstanding savings S 
banks in New York City are using York Vault = 


| Equipment: 3 
a4 
BI) BOWERY SAVINGS BANK g 


THE SEAMANS BANK FoR SAVINGS 
DOLLAR SAVINGS BANK 
EMIGRANT INDUSTRIAL SAVINGS BANK 


(NOW BUILDING) 


Vv 
| ~=YORK SAFE & LOCK CO. 


York, Pennsylvania 


Manufacturers and Builders of the World’s Greatest Vaults 
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garrulous clients telling an interested 
hardware store audience how he had 
been refused credit at the bank in 
spite of some gilt-edged but imaginary 
security which he had offered for the 
loan. The worst feature of the episode, 
the banker said, was that nearly all 
hearers believed him. As a matter of 
fact the bank was carrying a frozen 
loan which the customer had incurred 
in prosperous times. The client had 
also negotiated several private loans 
of which his listeners knew nothing. 
His assets were covered with liens and 
mortgages and he was anything but a 
banking risk. The unfortunate part 
of the affair was that the banker had 
to keep silent, as any defense would 
have involved the discussion of the 
business of several other clients. 


* * * 


Tellers of sixteen or seventeen years 
ago will recall busy days in the cage 
when the Dominion of Canada four 
dollar bill was in circulation. These 
notes were generally unpopular with 
“cash slingers,” as they had a bad 
habit of bobbing up in the wrong 
place in the cash drawers at the wrong 
time. Swinging from fives to fours in 
paying out checks was also a some- 
what difficult art which had to be 
mastered in those days. It is interest- 
ing to note that although this issue 
has been withdrawn from circulation 
for many years, there are still $31,600 
still outstanding, according to the 
Dominion Government circulation 
statement for January. 


* * * 


A professional street beggar in 
describing the science of his profession 
told a Winnipeg newspaper man that 
bank corners were poor business stands 
for panhandlers. It was most diffi- 
cult, he said, to make successful 
“touches” in bank neighborhoods. 
“His contention may be correct,” says 
one harassed manager, “‘but I just 
received a letter from my Head Office 
credit department and by the tone of 
it, they think otherwise.” 


* * * 


That some people believe that all 
that is necessary to start a bank is to 
wave a magic wand, is indicated by a 
letter appearing in the Northern Miner, 
a Canadian mining publication. The 
correspondent, however, is at least 
original and interesting in his sug- 
gestion that Canadian gold mines turn 
bankers. His letter is as follows: 

“T have been reading of the impor- 
tance of gold at this time and also that 
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CLEARING HOUSE 


a dollar’s worth of gold can be expanded 
through the practice of establishing it 
as a reserve, to $25 in trade. I have 
noted that Lake Shore Mine is expected 
to produce $250,000 a week in gold 
bullion. Could not Lake Shore and 
other producers establish banks, using 
their gold as basis for note issue and 
reserve, engage in trade and make a 
real clean-up?” 


* * * 


Here is the latest check racket 
which has been put over at some 
points in Canada. The manager of 
the Western Wholesale Company is 
called to the telephone and a honeyed 
voice comes over something like this: 
“Mr. Smith, this is Mr. Cornflakes, 
of Cornflakes and Company, Wheat- 
ville. Please rush out a couple of 
cases of strawberries. Yes, ship them 
on No. 5. By the way, Mr. Smith, 
our good customer, John Farmer, is 
in the city today and has run out of 
money. The banks are closed for the 
day and he just telephoned me to see 
if I could fix it up so he could cash his 
check somewhere. I told him I would 
try and arrange it with you. Yes, good 
as gold. Only a small check, around 
$50. Thanks, that’s very kind of you.” 
John Farmer duly arrives at the 
Western Wholesale Company, cashes 
his personal check on the Wheatville 
bank and goes on his way rejoicing. 
Three days later John Farmer’s check 
is returned to the Western Wholesale 
Company marked “‘No Account.” On 
or about the same date the Western 
Wholesale Company receives a com- 
plaint from its good customers Corn- 
flakes and Company that they are at a 
loss to understand the shipment of 
two cases of strawberries which had 
been received but had not been ordered 
by them. 


* * * 


What’s in a name? Nothing, in 
banking, if these incidents prove any- 
thing. A Canadian bank recently put 
through a check drawn on a British 
bank signed Elizabeth Rob Banks and 
payable to Miss Faithful. It was paid. 
A relieving officer reports that at one 
point where he took charge, the man- 
ager left the following credit memo- 
trandum for him: ‘“‘Look out for John 
Good. John is not so good.” 


* * * 


One of the advantages of centralized 
control of credits which is seldom 
emphasized was recently referred to 
by an executive of a Canadian bank. 
He pointed out that in dealing with 
credits, head office had the advantage 
of having two distinct viewpoints, 
first the situation as presented by the 
branch manager who was in a position 
to deal with the personal or local angle 
of the application. In addition the 


credit department had a broad but 
accurate knowledge of the problems 
of the industry as a whole as repre- 
sented by the hundreds of applications 
of the same class reaching them. Their 
customer in the lumber business at 
“X” might consider his difficulties as 
being purely local or of a temporary 
nature. Head office records, however, 
might show that certain underlying 


factors were affecting the industry as: 


evidenced by reports from other cus- 
tomers in the same line of business 
from all over the country. The experi- 
ence of some of their clients who had 
successfully met these new problems 
could be passed on to the branch man- 


Forty-one 


ager who was thus in a position to give 
his customer some helpful advice. 


* * * 


We have heard of wheat, cotton, 
sugar, copper, coffee, rubber and many 
other surpluses all supposed to be 
contributory to the depression, but 
here is a new surplus recently dis- 
covered by a Toronto man. In writing 
to a newspaper, he declares that there 
is a surplus of United States pennies in 
Canada. It is at least refreshing to 
learn that someone has at last suggested 
that there is a surplus of money in 
circulation, even if it is of the penny 
variety. 





How telephone plant 
investment splits up 


Fos Orie Erupmen 





ANNI 


There are 4 billions of these 
dollars. Altogether they go to 
make up the Bell System plant 
investment — a sum more than 
twenty times what it was in 1900. 

Vast quantities of equipment 
and many kinds of property are 
represented. Aerial plant (cable, 
poles, wires, etc.) heads the list 
with 28% of the total money 
invested. Central office equip- 
ment comes next with 26%. 
Underground plant (cable, con- 


duit and the like) is 22%, sub- 








\ 
y 





scribers’ equipment 12%, and 
land and building 12%. 

This division of the invest- 
ment is the result of careful 
planning to serve most effectively 
the nation’s growing needs for 
telephone service. From one 
Bell or Bell connecting telephone 
for every 90 people in the United 
States in 1900, the number has 
increased to one telephone for 
every six people. 

May we send you a copy of our 
booklet “*Some Financial Facts’? ? 


BELL TELEPHONE 
SECURITIES CO. Ine. 


195 Broadway, New York City 
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THE “SKELETON” OF 
HAUNTING FEAR—fear of 
the consequences of a daylight 
hold-up—fear that your bank 
will be raided and ruined— 
patrons and employees slugged, 
wounded, even murdered by 
ruthless gunmen! 


Banish this spectre of death 
and disaster forever from your 
institution by installing 


FEDERAL 
GAS 


Bandit Protection 


Safe .. Certain .. Reliable 


MAIL THIS COUPON B.C.H. 631 


Federal Laboratories, Inc. 
185 Forty-First St., Pittsburgh, Pa. 
(Representatives in all Principal Cities) 


Gentlemen: Without obligation to us you 
may please send us details about Federal 
Bandit Protection for banks. 


Name of Bank_.......... 
Officer Signing 
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THE BURROUGHS 


Our Personal Credit Origins 


(Continued from page 18) 


“small loans prevent labor troubles.” 
How so? Very simple, they tell us. 
Take the case of the laborer who bor- 
rows $100, or 300 francs, or 400 lire — 
it is the same in any country. We 
assume he purchases something with 
the money that he or his family needs 
and begins to pay the money back out 
of his check each two weeks. He pays 
half of the loan and then is confronted 
with a “red’’, a labor agitator, or some 
other urge to quit his job. At once his 
thought travels to the balance still due 
on his loan. In America if he quits 
paying on an installment contract the 
vendors will, in time, re-possess their 
merchandise, to the loss of the pur- 
chaser. In France or Italy, the bor- 
rower will lose his credit standing, 
which he has built gradually and with 
sincere respect. In any country, the 
fact that he owes a balance tends to 
prevent him from voluntarily throwing 
up a job. He must keep that position 
to meet the payments. Collectively 
speaking, small loans in this manner 
may be more of a stabilizer in Europe 
than in America, but undoubtedly a 
strengthening influence everywhere. 


WE need not go outside our borders 

to learn that better living condi- 
tions and better mental conditions 
mean more efficient workers. No man 
besieged by creditors or worried by 
pending emergencies can sit at his 


_ desk or stand at his machine without 
| sooner or later reflecting his worry in 
_ his work. Granted careful credit to 
| overcome his financial difficulties and 
| with debts 


centered, he becomes 
humanly capable of increased or im- 


| proved production. The money loaned 


him goes out to merchants and others 
who promptly do their part in improv- 


| ing the situation by passing the funds 


on into general circulation. Thus, 


| three advantages come from each 


small loan consummated for a worthy 
purpose. 

Disadvantages? Yes they are there 
too. Our friends across the sea 
talk on this point by mentioning that 
too frequently small loans are not 
made by qualified loan men. ‘“‘Perhaps 
not in America,” says one, “‘but here 
at least half of our borrowers will take 
all they can get. Let these folks go to 


| those who are loaning for selfish pur- 


poses and the result is that borrowers 
become inextricably entangled in debt.” 

There are those who criticize per- 
sonal finance except in rare cases 


| which resolve themselves principally 
_ into emergencies. 


The banking fabric 
of Europe as well as America asks: 
“Is our present development of indi- 
vidual credit merely a bulwark to 
sustain our recent wave of over-buying 
and prosperous living?” Public atten- 
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tion has become focused upon this 
subject. Some, who should know, 
believe it is a force in the improvement 
of health, child welfare, better living 
and working conditions. If this is 
true, personal finance looks forward to 
steady growth and assumes a much 
higher plane than it has enjoyed during 
its past history. 

On the other side are those staunch 
opponents of any form of continued 
indulgence, who maintain stolidly that 
no man can continue to live beyond 
his means. Men may buy home fur- 
nishings or luxuries as long as they 
have the money. When they do not 
have it and also do not have will power 
sufficiently strong to put away a 
desire to have immediate possession of 
commodities, they may still buy at 
once by promising to pay in the future, 
but by so doing they lose their buying- 
power in the future, while desire re- 
mains equally strong or increases. 

It appears, however, that individual 
incentive is increased in those countries 
which offer an opportunity to improve 
the day-in and day-out routine of life. 
Administrative bequests accomplish 
temporarily an economic improvement 
with an ultimate cost to the public 
which may, in time, be sorely felt. 
On the other hand, personal credit 
extended from private and corporate 
sources, offers the same remedy, while 
it places the cost directly on those who 
obtain the benefits. As a world power, 
personal credit attempts to encourage 
individual initiative, to discourage 
unwise disbursements, to educate the 
masses in careful budgeting, saving 
and investing. It is held that this 
course of training will ultimately over- 
come the evil of boisterous living, 
which has recently gotten us out of 
step with production. 

Most certainly the two chaps, 
Personal Loan and Installment Sale, 
have built themselves up a following 
which proclaims their popularity from 
both sides of the world. It is quite 
probable these two stars do not care 
much for one another. It is whispered 
about that Installment Sale has en- 
couraged his crowd of admirers to g0 
in a little too heavy and they are now 
feeling their oats. Personal Loan }s 
making many promises to those who 
have turned against Installment Sale, 
telling them to join his parade and get 
on a cash basis. However, Installment 
Bill is a very popular fellow in spite 0 
recent reversals in public prosperity 
preaching. It is difficult to determine 
which of the pair is the best liked of 
which is doing the most good or evil. 
Suffice it to say that each, with cot- 
ditions as they are, has an excellent 
opportunity to demonstrate exactly 
what he can or cannot accomplish. 
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CLEARING HOUSE 


By Way of Group-Insured 
avings 


(Continued from page 16) 


could accomplish the same result for 
himself. 

That the plan is effective and appeal- 
ing is proved by our own experience, 
for although we did not start the plan 
until February, and some time was 
lost in getting under way, over 200 
accounts have been written to date, 
totaling more than $200,000 in created 
assured estates. It is significant that 
taken as a class, this group of depos- 
itors is more than 100 per cent up to 
date in the required deposits. The 
subscribers express satisfaction be- 
cause the plan provides the incentive 
for systematic thrift, while for the 
bank it means not only a class of 
depositors whose balances will in- 
crease regularly, but it opens up a 
great potential field for new business 
based on an unusual appeal. The 
trust department, too, should ulti- 
mately derive considerable benefit 
from the plan because its method of 
operation tends to make the sub- 
scribers estate minded. 

Simple in its technicalities, the plan 
contains within itself everything re- 
quired for its efficient operation — 
from personal solicitation by an effi- 
cient sales force to a simplified account- 
ing system. 


The “Bad Check” Law 


“RAD check” laws have been passed 

in several of the American states. 
In Texas, for instance, any person who 
obtains property by giving a check 
without funds, and without reason to 
believe that the check will be paid 
when presented in the ordinary course 
of business, is guilty of ‘“‘swindling”’ 
and liable to the pains and penalties 
of the law. 

Suppose, now, that A delivers a 
Texas check to B, and says: 

“IT haven’t sufficient funds in the 
bank right now, so don’t present the 
check until day after tomorrow.” 

“That'll be all right,” B agrees, 
walks straight to the bank, presents 
the check, finds there are no funds, and 
has A arrested under the Texas law 
against swindling. 

This point came before the Texas 
courts in a case reported in 255 S. E. 
/85, where the court ruled in A’s favor. 

“Under the uncontroverted evi- 
dence, there was no express or implied 
representation that there were funds 
or arrangements giving the assurance 
that the check would be paid upon 
presentation in the ordinary course of 
business. In the judgment of this 
court, the evidence does not show the 
‘Ommission of the offense charged,” 


said the Texas Court of Civil Appeals. 
—-M. L. H. 
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“Fleve’s a 


check paper 
that is easier to write on’’ 





ANKERS who make careful comparisons of check 
papers, and select the smoothest safety paper, are 
pleased with the important saving they make. 


Here is a reasonably priced check paper that has— 


UNIQUE SMOOTHNESS. Make your own com- 
parisons. # 


DURABILITY. The strong new fibres of Hammer- 
mill Safety give a high tearing resistance. 
stands hundreds of folds. 


HIGH QUALITY— backed by Hammermill exper- 
ience and resources. 
REASONABLE PRICE, because of large scale 


production complete in one mill, from the raw material to 
the finished sensitized sheet. 


In tests, it 


No one objects to paying less for higher quality. 


Make an important saving by using Hammermill 
Safety Paper. 


HAMMERMILL PAPER COMPANY 
ERIE, PENNSYLVANIA 


my. 


%# Send for Sample Booklet 
and test sheets 
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NO PASTING TO DO ON 
The “All Automatic’ 


EASY SNAP 


COLLAPSIBLE STORAGE 
FILE BOXES 
50 SIZES — LOWEST PRICES 


Pats. Pend. 


STRAYER COIN BAG CO. 
New Brighton, Pa. 
Branch Offices: 


30 Church St., 55 N. Park St., 
New York City Portland, Oregon 


California Distributor: 
Banco Corporation, Ltd., San Francisco 
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Ordinary paper 


trouble. 


order direct from 








A Detail 


—but one that affects the con- 
tinuous, profitable operation 
of your Burroughs equipment. 


For the best results use only 
genuine Burroughs non-lint roll 
paper on your Burroughs. 

often contains 
lint or minute particles of paper 
dust which fly into the mechanism 
and ultimately cause mechanical 


Buy Burroughs non-lint roll paper 
at the local Burroughs office, or 


Burroughs Adding Machine Company 
Detroit, Michigan 


Burroughs Adding Machine of Canada, 
Limited, Windsor, Ont. 

















‘Bound Paper's 


ACCO FASTENERS 








ORIGINAL 


NIGHT DEPOSITORY 


[) THE BANK VAULT INSPECTION Co. 
| S SOUTH I8TH. STREET 
(2 PHILADELPHIA, PA 











your present system. 


Lift of foot sets off alarm 


71 Seneca Street 





2 SG 


No false alarm via the broom 


PADUA Hold-Up Alarm Corporation 


False Alarms Are Costly— 
You Need Not Have Them! 
BANES with Padua Hold-Up Protection 

seldom are troubled by false alarms. 


Padua protects against both—the hold-up 
and the false alarm. Make it a part of 





Cohoes, N. Y. 
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Super-Speed for the Transits 


(Continued from page 11) 


and the central clearing office, transit 
departments are eliminated in every 
branch. There is only one listing of 
transit and clearing items —that made 
by tellers on their daily blotter sheets. 
These are made in duplicate. The 
batch system is used and several list- 
ings are made each day. When the 
day’s work is completed, the duplicate 
lists are bundled up with the items and 
delivered to the motorcycle messenger 
who speeds with them to the central 
clearing office. 

There they are mingled with items 
from the other 128 branches, sorted 
first as to trunk routes and then as to 
points of payment along the trunk 
route. Instead of each of the 128 
branches sending a cash letter to 
Fresno, for example, but one is sent. 
No little saving in postage, supplies 
and clerical labor both at the point of 
sending and the point of receiving is 
the result. 

Sometimes the feats of the depart- 
ment are a bit spectacular. This is 
particularly true when the motorcycle 
collection service is used in connection 
with air mail. 


AN interesting case occurred at Santa 

Monica, a point on the ocean 
some twenty-five miles northwest of 
Los Angeles. Shortly before noon on 
a recent Saturday, a customer of the 
bank’s branch at that point brought 
in and deposited a $100,000 check 
drawn on a New York bank. Every 
day that check was outstanding while 
in process of collection its payee or 
owner was suffering to the extent of 
$16.44, for he was paying interest on 
borrowed money. Under ordinary 
mail schedules, five—perhaps six — 
days would be the very minimum time 
in which he would be able to know the 
fate of the item. Even by direct 
routing by air mail to New York, three 
days would be the minimum. 

The motorcycle method, however, 
made faster work possible. The item 
left the Santa Monica branch Saturday 
noon, was taken by messenger to the 
bank’s central clearing office in Los 
Angeles, there worked up with other 
New York items and dispatched that 
same afternoon by air mail to New 
York. When the first of the branch’s 
staff arrived for work at eight o’clock 
Pacific time, Monday morning, they 
found a telegram waiting for them 
announcing payment of the check in 
New York and credit for the amount 
to the account of the bank with its 
New York correspondent. At least 
one day’s interest or $16.44 —probably 
more — was saved to the check’s owner. 

With all the float, averaging some 
200,000 items per day, brought into 
being by the day’s grind in 128 banking 
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offices, some of them of considerable 
size, the economy of the method js 
apparent. Particularly is this realized 
when that saving is added to the 
economy effected by the abolition of 
all transit departments in each of the 
offices. 

What this saving amounts to in 
dollars and cents is difficult to com- 
pute with any degree of exactness, 
In addition to handling transit and 
clearing items, the eighteen messengers 
deliver non-cash collections and a vast 
amount of mail matter. About 30,000 
pieces of mail are handled daily at the 
central Los Angeles office. The saving 
in time, the saving in postage, the con- 
venience, the service to customers all 
has value, yet is difficult to measure. 
In some of the principal Los Angeles 
city offices messengers call every half 
hour. Some branches are called at 
but once each day. Others oftener. 
Three hundred sixty-one trips in all 
are made each day to the 128 branches. 

Have any of the messengers ever 
been held up? No. If they were, it 
would do the highwaymen no good 
for the messengers never carry cash. 
Their pouches contain checks and 
other cash items only, all of which 
are restrictively endorsed. 

This smoothly functioning, time 
clipping system is made possible by a 
number of things. With each office 
under centralized control, standardized 
to the last word, manned by staffs 
thoroughly trained in the intricacies 
of large scale operation, with two day 
shifts and an all night force at the 
central clearing office, the plan runs 
like clock work. The mild and nearly 
storm-free climate of California is no 
doubt a great aid in maintaining the 
accuracy of time schedules. So is the 
marvelous highway system of the 
Golden State. But perhaps most 
important of all is the fact that there 
are enough branch offices in a reason- 
ably compact area that enjoy a 
volume of business great enough to 
carry the load. 


HE system could be used no doubt 

in other areas of compact population 
provided traffic conditions were not 
too severe and the banks wishing the 
service would be willing to standardize 
their practices. 

There are such banks in California. 
A group of correspondents, many of 
them actually and actively competing 
with the bank offering the service, 
shares in its benefits. By maintaining 
balances large enough to warrant 
their being granted the opportunity, 
the motorcycle messengers call at 
their offices just as they do at any 
branch. In that way the correspond- 
ent enjoys the same freedom from the 
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CLEARING HOUSE 


necessity of maintaining its own transit 
department and the same economies 
in float reduction. Altogether the in- 
novation is very well worth while. 


When a Safe-Box Holder 
Dies 
(Continued from page 20) 


directions for burial, for disposing of 
the body, as by cremation, for expendi- 
tures, and so on. A decedent’s box 
is not immediately accessible to mem- 
bers of his family or other representa- 
tives. If the will is in the box and 
those most concerned can not get it 
readily, embarrassment may result. 

“If the trust company is named 
executor or trustee in the will, the 
instrument itself may well be left in 
its keeping. Or it may be stored in 
the safe deposit box of the corporation 
or partnership with which the testator 
may be connected. It may be filed, 
under seal, with the judge of probate 
in his county, provision for which is 
made in Minnesota law.” 

Some vault managers see an advan- 
tage, in addition to storing the will out- 
side the testator’s box, in having a 
copy of it kept in the box bearing a 
notation as to the whereabouts of the 
original. Then, too, the man of means 
—say, in the six-figures-and-up class — 
may think it wise to reserve a safe box 
for his will alone, the rental being in 
the name of some other as lessee to 
permit immediate access in case of 
the testator’s death. 


HIS opening of decedents’ boxes, al- 

ways to be attended by a vault cus- 
todian, permits safe deposit employees 
and county treasurers to look, as it 
were, into the tombs of other men’s 
minds. The contents of one of those 
boxes may represent, presumably, the 
sum total of the material things its 
lessee had cherished. One learns from 
an acquaintance with various vault 
managers that many a_ decedent’s 
box has disclosed what seemed to 
them a woful amount of dead timber, 
of valueless material that cluttered up 
the box and probably had caused the 
lessee to pay for a larger one than he 
needed. 

Dead timber? Yes, such as old tax 
receipts, expired fire insurance policies, 
canceled notes, worthless certificates 
of oil and metal stocks. And some 
vault men profess to see no good 
reason why a man should hang on to, 
and store, and pay for storing, such an 
accumulation of junk! To which one 
Says: Gently, brother; there was good 
and justifiable reason. 

Take tax receipts on the homestead, 
for instance, running back twenty 
years. To no one else would they 
represent value, but to the man 
who had owned them they were 
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“Drop me a line,” says the little woman as her husband dashes 
off to the train. 

“Don’t I always?” he replies, “I’ll write you from the Statler.” 

And he does. Then, as he notes the orderly pile of stationery in 
the desk in his Statler room, he’s reminded of other letters. Some- 
times, he spends the whole evening getting caught up with his 
correspondence. He’s even apt to get facetious and send a flock of 
Statler post cards back to his cronies, with the bright caption, 
“Having a fine time. Wish you were here.” 

And he’ll tell you, as will other travelers, that it’s difficult not to 
write when you’re in a Statler. For our desks are always filled with 
an ample supply of the “necessaries” — note paper, letterheads, 
correspondence cards (with envelopes to match them all), post 
cards, telegram blanks, a choice of fine or stub pen points, good ink 
in clean wells, blotters — everything you need, even a calendar to 
tell you the date. 

This same thoughtful anticipation extends to other features of 
your Statler room. You find its expression in the soft luxury of 
your bed, the convenient bed-head reading lamp, the radio reception, 
the private bath with shower, the morning newspaper under your 
door, and the attentiveness of Statler employees. 

The hotels which pioneered in giving all guests these conveniences 
—and we were the first to provide them with every room, you 
know—continue to be on the alert to make your stay at a 
Statler a memorable and satisfying experience. 


HOTELS STATLER 


BOs TON BUFFALO 
CLEVELAND DETROIT $T. LOUIS 


in NEW YORK, Aofe/ Pennsylvania 
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Electric 


Licurtens the peak load of the interest 
period because it figures savings interest 
quickly, easily and accurately. Also re- 
duces overtime and lessens mental fatigue. 
During the rest of the year the machine 
may be profitably used on such work as: 





BOOKKEEPING 


Figuring average daily 
balances on checking ac- 
counts. 


Figuring float. 


Figuring interest due to 
customers on individual 
accounts. 


Figuring interest due to 
correspondent banks. 


Figuring interest on 
notes in Loan and Dis- 
count Department. 


Checking mortgage in- 
terest. 


Handling various calcu- 
lations in the Bond De- 
partment, for example, 
checking invoices or fig- 
uring interest. 


For a complete demonstration oy the results from the 
useful Burroughs Electric Calculator tele- 
phone or write to our nearest office. 


DETROIT, MICHIGAN 


* CALCULATING AND 


BILLING 


BURROUGHS ADDING MACHINE COMPANY 


MACHINES 
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DELIVERED Note these features: 
13 Column Size, 1—Light, uniform key touch 
2—‘9’ key depressed as easily as the ‘1’ 
$400 3—Each key always registers its full value 


4—Easily operated; motor does the work 
§—Clearing bar instantly clears the dials 
6—Dials are large and figures legible 
7—Easily carried to any desk 
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Lurroucns 
Chair for 


perators 





Promotes efficiency and reduces fatigue in office 
work. Assures a posture that maintains energy 
throughout the entire day with the result being 
increased alertness and vigor. Because of the 
lessened physical and mental strain, the operator’s 
volume of work is noticeably greater. Ideal for use 
with Adding, Bookkeeping, Calculating, Billing 
Machines and Typewriters. For more information 
call the local Burroughs office, or write to: 


Burroughs Adding Machine Company 
Detroit, Michigan 
Burroughs Adding Machine of Canada, Limited, Windsor, Ontario 


INCREASES EFFICIENCY::- REDUCES FATIGUE 


In writing to advertisers please mention The Burroughs Clearing House 








certifications of citizenship, hearten- 
ing reminders of honest endeavor, of 
grim denial, perhaps, and sacrifice, of 
goals achieved. Every time he looked 
at them, it did him good to think he 
had a roof over his head, a place he 
could call home. 

Consider, too, those oil stocks, 
evidence, to be sure, that here was a 
man reared from infancy, even as the 
rest of men, on wishbones, luck pieces, 
Aladdin’s lamps, magic carpets, seven- 
league-boots, philosopher’s _ stones, 
fairy godmothers, lady bountifuls, 
the elusive pea under the walnut shell. 
This man had had imagination, faith, 
optimism, a kind of knightly courage; 
those stocks connote aspirations that 
silver-lined his somber sky through 
many years, cheered him with the 
hope that springs eternal, conferred 
the pleasures of anticipation that sur- 
passeth all realization. He lost his 
money, yes; but begrudge him not the 
treasuring of the visible mementos 
of his venturing. 

One recalls that commentary of 
O. Henry’s, none the less profound 
for being in the lighter key, about the 
lot of the average man, who comes at 
the end of a dull existence to reflect 
that the romance and adventure of 
living had been for him, “a _ pallid 
thing of a marriage or two, a satin 
rosette kept in a safe deposit drawer 
and a lifelong feud with a steam 
radiator.” 


The Federal Tax 


HEN a certain citizen of the State 

of Rhode Island died, having ap- 
pointed a trust company executor and 
left a worldly estate of $3,573,402.72, 
the Federal Government demanded 
$343,228.48 under the Federal Estate 
Tax Law of 1916, and got it. 

Then the State of Rhode Island, 
seeing that the “getting was good,” 
demanded $98,000 under the Rhode 
Island Inheritance Act. 

“But our state law says we're en- 
titled to deduct the ‘expenses of ad- 
ministration’ before you assess the 
tax —the $343,228.48 that we paid the 
Federal Government is a legitimate 
expense of administration, and it’s got 
to come off first,’’ the trust company 
contended, but the Rhode Island 
Supreme Court, in a case reported 
in 113 Atlantic Reporter, 469, ruled in 
in favor of the state. 

“The payment of a Federal Estate 
Tax, though a proper disbursement by 
an executor, should not be treated as 
an ‘expense of administration’ within 
the meaning of that expression in the 
Rhode Island Inheritance Tax Act,” 
said the court. The New York and 
Michigan courts have arrived at the 
same conclusion, while the New Jersey 
and Kentucky courts have decided 
the other way. —M. L. H. 
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